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7KLV YHUVLRQ= $XJXVW 4<<<
.H\ZRUGV= ,QLWLDO SXEOLF RIIHULQJV> VKDUH SULFHV> VKDUH DOORFDWLRQ
-(/ FODVVLILFDWLRQ= *45> *47> *57> *65
- )HUQDQGR DQG 6SLQGW DUH DW WKH $1%1 )UHHPDQ 6FKRRO RI %XVLQHVV/ 7XODQH 8QLYHUVLW\/ DQG .ULVKQDPXUWK\ LV DW
681< 0 %LQJKDPWRQ 8QLYHUVLW\1 3OHDVH DGGUHVV DOO FRUUHVSRQGHQFH WR 3DXO $1 6SLQGW/ $1%1 )UHHPDQ 6FKRRO RI
%XVLQHVV/ 7XODQH 8QLYHUVLW\/ 1HZ 2UOHDQV/ /$ :344;1 7HO1 +837, ;9808746> )D[= +837, ;9809:84> (PDLO=
VSLQGW#PDLOKRVW1WFV1WXODQH1HGX1
:H WKDQN )UDQNOLQ $OOHQ/ 5LFN %RHEHO/ 11 .1 &KLGDPEDUDQ/ +HPDQJ ’HVDL/ 0DUN )ODQQHU\/ 3UHP -DLQ/ 7RP 1RH/
-D\ 5LWWHU/9HQNDW 6XEUDPDQLDP DQG DQ DQRQ\PRXV UHIHUHH IRU YDOXDEOH GLVFXVVLRQV DQG FRPPHQWV1 :H DUH DOVR
JUDWHIXO WR -D\ 5LWWHU IRU VXSSO\LQJ XV KLV ,32 GDWD VHW/ ZKLFK ZDV XVHG LQ WKH LQLWLDO GUDIW RI WKLV SDSHU1 6KDODEK
7DQGRQ SURYLGHG H[FHOOHQW UHVHDUFK DVVLVWDQFH15
2IIHU SULFH/ WDUJHW RZQHUVKLS VWUXFWXUH DQG ,32 SHUIRUPDQFH
$EVWUDFW
$OWKRXJK WKH FKRLFH RI DQ ,32 RIIHU SULFH OHYHO ZRXOG VHHP WR KDYH OLWWOH HFRQRPLF VLJQLILFDQFH/
ILUPV GR QRW GHFLGH WKLV DUELWUDULO\1 2XU ILQGLQJV VXJJHVW WKDW ILUPV VHOHFW WKHLU ,32 RIIHU SULFHV
WR WDUJHW D GHVLUHG RZQHUVKLS VWUXFWXUH/ ZKLFK LQ WXUQ KDV LPSOLFDWLRQV IRU XQGHUSULFLQJ DQG SRVW0
,32 SHUIRUPDQFH1 +LJKHU SULFHG ,32V DUH PDUNHWHG E\ PRUH UHSXWHG XQGHUZULWHUV DQG DWWUDFW D
UHODWLYHO\ ODUJHU LQVWLWXWLRQDO LQYHVWPHQW1 7KHVH ,32V DUH UHODWLYHO\ PRUH XQGHUSULFHG/ SRVVLEO\ DV
FRPSHQVDWLRQ IRU WKH PRQLWRULQJ DQG LQIRUPDWLRQ EHQHILWV SURYLGHG E\ LQVWLWXWLRQDO LQYHVWRUV1
,32V ZKRVH RIIHU SULFHV DUH EHORZ WKH PHGLDQ OHYHO VHHP WR EH WDUJHWHG WRZDUGV D UHWDLO LQYHVWRU
FOLHQWHOH1 7KHVH ,32V DUH DOVR UHODWLYHO\ PRUH XQGHUSULFHG/ SRVVLEO\ DV D FRVW RI DGYHUVH
VHOHFWLRQ1 2XU ILQGLQJ WKDW ORQJ0UXQ SHUIRUPDQFH LQFUHDVHV ZLWK RIIHU SULFH FRQILUPV WKDW KLJKHU
SULFHG ,32V DUH EHWWHU ILUPV16
41 ,QWURGXFWLRQ
:KHQ D FRPSDQ\ JRHV SXEOLF/ LW PXVW GHFLGH/ ZLWK WKH DGYLFH RI LWV XQGHUZULWHU/ WKH
QXPEHU RI VKDUHV WR RIIHU DQG WKH SULFH SHU VKDUH1 *LYHQ WKH FRPSDQ\¶V HVWLPDWH RI LWV WRWDO YDOXH
DQG WKH IUDFWLRQ RI WKLV YDOXH LW KDV GHFLGHG WR VHOO/ WKH FKRLFH WR VSOLW WKH WRWDO YDOXH LQWR D
QXPEHU RI VKDUHV DQG D SULFH SHU VKDUH ZRXOG VHHP WR KDYH OLWWOH HFRQRPLF VLJQLILFDQFH1
+RZHYHU/ FDVXDO HPSLULFLVP VXJJHVWV WKDW FRPSDQLHV GR QRW PDNH WKLV FKRLFH DUELWUDULO\1
4
,Q WKHLU UHFHQW VWXG\ RI QHZO\ OLVWHG 1$6’$4 VWRFNV/ 6HJXLQ DQG 6PROOHU +4<<:, VKRZ
WKDW WKH VKDUH SULFH FRQWDLQV LQIRUPDWLRQ DERXW WKH ORQJ0UXQ SHUIRUPDQFH RI OLVWHG ILUPV1 7KH\
ILQG WKDW WKH SUREDELOLW\ RI GLVWUHVV GHOLVWLQJ GHFUHDVHV PRQRWRQLFDOO\ ZLWK WKH LQLWLDO SULFH
+GHILQHG DV WKH FORVLQJ SULFH DW WKH HQG RI WKH ILUVW OLVWHG GD\, DIWHU FRQWUROOLQJ IRU PDUNHW
FDSLWDOL]DWLRQ1 7KH\ DOVR VKRZ WKDW ORZHU SULFHG VWRFNV HDUQ ORZHU ULVN0DGMXVWHG UHWXUQV WKDQ
KLJKHU SULFHG VWRFNV1 7KH\ FRQFOXGH WKDW % «SULFH LV DQ LQIRUPDWLYH SUHGLFWRU RI IXWXUH UHWXUQV
DQG GLVWUHVV ULVNV1%
7KLV VWXG\ H[WHQGV WKH 6HJXLQ DQG 6PROOHU +4<<:, DQDO\VLV LQ WZR LPSRUWDQW ZD\V1 )LUVW/
ZH HVWDEOLVK WKH OLQN EHWZHHQ ,32 RIIHU SULFH DQG WKH SRVW0,32 RZQHUVKLS VWUXFWXUH RI WKH ILUP1
)DONHQVWHLQ +4<<9, DQG *RPSHUV DQG 0HWULFN +4<<;, VKRZ WKDW LQVWLWXWLRQDO LQYHVWRUV WHQG WR
DYRLG LQYHVWLQJ LQ ORZ0SULFHG VWRFNV/ D IDFW UHOHYDQW IRU ,32 SODFHPHQW1 :H K\SRWKHVL]H WKDW
ILUPV FKRRVH DQ ,32 SULFH FRQVLVWHQW ZLWK WKH LQVWLWXWLRQDO LQWHQVLW\ RI WKHLU SUHIHUUHG RZQHUVKLS
VWUXFWXUH1 $OVR/ VLQFH PRUH UHSXWHG XQGHUZULWHUV DUH OLNHO\ WR KDYH EHWWHU DFFHVV WR LQVWLWXWLRQDO
LQYHVWRUV/ ILUPV VHHNLQJ KLJKHU LQVWLWXWLRQDO RZQHUVKLS ZRXOG FKRRVH PRUH UHSXWHG XQGHUZULWHUV
WR PDUNHW WKHLU ,32V17
6HFRQG/ ZH UHODWH WKH SRVW0,32 RZQHUVKLS VWUXFWXUH RI WKH ILUP WR ,32 XQGHUSULFLQJ DQG
VXEVHTXHQW ILUP SHUIRUPDQFH1 )LUPV PD\ VHHN KLJKHU LQVWLWXWLRQDO RZQHUVKLS EHFDXVH WKH\
DQWLFLSDWH EHQHILWV IURP LQVWLWXWLRQDO PRQLWRULQJ +0F&RQQHOO DQG 6HUYDHV/ 4<<3,1 $V LQ
6WRXJKWRQ DQG =HFKQHU +4<<;,/ XQGHUSULFLQJ PD\ UHSUHVHQW FRPSHQVDWLRQ WR LQVWLWXWLRQDO
LQYHVWRUV IRU WKHLU IXWXUH PRQLWRULQJ VHUYLFHV1 %HQYHQLVWH DQG 6SLQGW +4<;<, DUJXH WKDW
LQVWLWXWLRQDO LQYHVWRUV SURYLGH YDOXDEOH LQIRUPDWLRQ GXULQJ WKH ,32 PDUNHWLQJ SURFHVV DQG
FKDUDFWHUL]H XQGHUSULFLQJ DV FRPSHQVDWLRQ WR WKHVH LQYHVWRUV IRU WKHLU LQIRUPDWLRQ1 ,Q HLWKHU FDVH/
WKH JUHDWHU WKH LQVWLWXWLRQDO LQYROYHPHQW – ZKLFK LV DVVRFLDWHG ZLWK KLJKHU ,32 SULFHV 00 WKH
KLJKHU WKH H[SHFWHG XQGHUSULFLQJ1
2Q WKH RWKHU KDQG/ ILUPV PD\ ZDQW WR GLVFRXUDJH LQVWLWXWLRQDO LQYHVWRUV E\ FKRRVLQJ D
ORZHU RIIHU SULFH1 7KLV PD\ EH HLWKHU EHFDXVH PDQDJHUV ZDQW WR FRQVXPH SULYDWH EHQHILWV RI
FRQWURO +DV LQ %UHQQDQ DQG )UDQNV/ 4<<:,/ VHHN D GLIIXVH RZQHUVKLS +DV LQ %RRWK DQG &KXD/
4<<9,/ RU ZDQW WR DYRLG WKH SRVVLEOH FRVWV RI LQVWLWXWLRQDO LQYHVWRU P\RSLD +%XVKHH/ 4<<;,1
8QGHUSULFLQJ RI VXFK ORZHU SULFHG ,32V PDUNHWHG WR QRQ0LQVWLWXWLRQDO LQYHVWRUV ZRXOG EH KLJKHU
GXH WR DGYHUVH VHOHFWLRQ/ DV LQ 5RFN +4<;9,1 7KXV/ ZH H[SHFW XQGHUSULFLQJ WR EH KLJKHU ERWK IRU
KLJKHU SULFHG DQG ORZHU SULFHG ,32V/ L1H1 ZH H[SHFW D 80VKDSHG UHODWLRQVKLS EHWZHHQ
XQGHUSULFLQJ DQG RIIHU SULFH1
:H SUHVHQW WKUHH PDLQ UHVXOWV LQ WKH SDSHU1 &RQVLVWHQW ZLWK RXU ILUVW K\SRWKHVLV/ ZH VKRZ
WKDW SRVW0,32 LQVWLWXWLRQDO RZQHUVKLS LV LQFUHDVLQJ LQ RIIHU SULFH1 :H DOVR VKRZ WKDW SRVW0,32
LQVWLWXWLRQDO RZQHUVKLS LV KLJKHU IRU ,32V PDUNHWHG E\ PRUH UHSXWHG XQGHUZULWHUV1 7KLV HYLGHQFH
VXJJHVWV WKDW ,32 RIIHU SULFH FRQWDLQV LQIRUPDWLRQ DERXW SRVW0,32 RZQHUVKLS VWUXFWXUH18
&RQVLVWHQW ZLWK RXU VHFRQG K\SRWKHVLV/ ZH GRFXPHQW D 80VKDSHG UHODWLRQVKLS EHWZHHQ
RIIHU SULFH DQG XQGHUSULFLQJ1 7KLV UHVXOW LV QHZ WR WKH OLWHUDWXUH1 3ULRU UHVHDUFK/ H1J1 &KDON DQG
3HDY\ +4<;:,/ KDV GRFXPHQWHG DQ LQYHUVH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG XQGHUSULFLQJ1
+RZHYHU/ RXU UHVXOWV LQGLFDWH WKDW XQGHUSULFLQJ LV KLJKHU ERWK IRU ORZ0SULFHG DQG KLJK0SULFHG
,32V1 :H YHULI\ WKH UREXVWQHVV RI WKLV UHVXOW E\ FRQWUROOLQJ IRU ILUP VL]H/ RIIHU VL]H DQG
XQGHUZULWHU UHSXWDWLRQ1
7KLUG/ ZH FRQILUP WKH 6HJXLQ DQG 6PROOHU +4<<:, UHVXOWV IRU RXU VDPSOH RI ,32V1 :H
VKRZ WKDW ORQJ0UXQ SHUIRUPDQFH LV LQFUHDVLQJ LQ RIIHU SULFH1 :KHUHDV ORZ0SULFHG ,32V
VLJQLILFDQWO\ XQGHUSHUIRUP WKH PDUNHW RYHU D 60\HDU SHULRG/ KLJK0SULFHG ,32V GR QRW1 :H DOVR
SURYLGH HYLGHQFH WKDW ,32 RIIHU SULFHV DUH QHJDWLYHO\ UHODWHG WR WKH SUREDELOLW\ RI GLVWUHVV
GHOLVWLQJ ILYH \HDUV DIWHU WKH ,321 7KLV UHVXOW LV UREXVW WR FRQWUROOLQJ IRU PDUNHW FDSLWDOL]DWLRQ/
XQGHUZULWHU UHSXWDWLRQ DQG SRVW0,32 LQVWLWXWLRQDO RZQHUVKLS1
7DNHQ WRJHWKHU/ WKHVH UHVXOWV VXSSRUW WKH YLHZ WKDW RIIHU SULFH LV UHODWHG WR WDUJHW LQYHVWRU
FOLHQWHOH/ ZKLFK LQ WXUQ LV OLQNHG WR ,32 XQGHUSULFLQJ DQG ORQJ0UXQ SHUIRUPDQFH1 /RZHU RIIHU
SULFHV GLVFRXUDJH LQVWLWXWLRQDO LQWHUHVW/ DQG ,32V ZLWK ORZHU RIIHU SULFHV DSSHDU WR EH WDUJHWHG
PRUH WR D UHWDLO FOLHQWHOH DQG VXIIHU JUHDWHU DGYHUVH0VHOHFWLRQ LQGXFHG XQGHUSULFLQJ1 +LJKHU RIIHU
SULFHV HQFRXUDJH LQVWLWXWLRQDO DWWHQWLRQ/ DQG LQGXFH KLJKHU XQGHUSULFLQJ DV FRPSHQVDWLRQ WR
LQVWLWXWLRQV IRU WKHLU PRQLWRULQJ RU LQIRUPDWLRQ1
7KH UHVW RI WKH SDSHU LV RUJDQL]HG DV IROORZV1 ,Q WKH QH[W VHFWLRQ/ ZH GLVFXVV WKH
LPSOLFDWLRQV RI WKHRULHV RI ,32 XQGHUSULFLQJ IRU WKH UHODWLRQVKLS DPRQJ RIIHU SULFH/ WDUJHW
LQYHVWRU FOLHQWHOH DQG ,32 SHUIRUPDQFH1 6HFWLRQ 6 GHVFULEHV RXU GDWD1 ,Q 6HFWLRQ 7/ ZH SUHVHQW
RXU UHVXOWV RQ WKH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG LQVWLWXWLRQDO RZQHUVKLS/ XQGHUZULWHU9
UHSXWDWLRQ DQG XQGHUSULFLQJ1 :H UHSRUW WKH ORQJ0UXQ SHUIRUPDQFH UHVXOWV LQ 6HFWLRQ 81 6HFWLRQ 9
FRQFOXGHV1
51 2IIHU SULFH/ WDUJHW RZQHUVKLS VWUXFWXUH DQG ,32 XQGHUSULFLQJ
,Q WKLV VHFWLRQ/ ZH GHYHORS RXU K\SRWKHVHV OLQNLQJ RIIHU SULFH/ WDUJHW RZQHUVKLS VWUXFWXUH
DQG ,32 XQGHUSULFLQJ1 7KHRULHV RI ,32 XQGHUSULFLQJ DUH EDVHG RQ WKH LQIRUPDWLRQ DV\PPHWULHV RU
PRUDO KD]DUG SUREOHPV WKDW SUHYDLO EHWZHHQ WKH GLIIHUHQW FRQVWLWXHQFLHV DVVRFLDWHG ZLWK WKH ,321
2QH EUDQFK RI WKLV OLWHUDWXUH +H1J1 6WRXJKWRQ DQG =HFKQHU/ 4<<;> %HQYHQLVWH DQG 6SLQGW/ 4<;<,
SUHGLFWV WKDW XQGHUSULFLQJ ZLOO UHVXOW IURP WDUJHWLQJ LQIRUPHG LQVWLWXWLRQDO LQYHVWRUV/ ZKHUHDV
DQRWKHU H[SODLQV XQGHUSULFLQJ DV WKH RXWFRPH RI PDUNHWLQJ ,32V WR XQLQIRUPHG LQYHVWRUV +H1J1
5RFN/ 4<;9,1 7KHVH WKHRULHV DUH QRW QHFHVVDULO\ PXWXDOO\ H[FOXVLYH1 2XU K\SRWKHVHV IORZ IURP D
IXVLRQ RI WKHVH WKHRULHV1
7KHUH LV FRQVLGHUDEOH HYLGHQFH WKDW WKH RZQHUVKLS VWUXFWXUH RI D ILUP LPSDFWV ILUP YDOXH1
0F&RQQHOO DQG 6HUYDHV +4<<3, GRFXPHQW D SRVLWLYH UHODWLRQVKLS EHWZHHQ LQVWLWXWLRQDO RZQHUVKLS
DQG 7RELQ¶V 41 7KH\ LQWHUSUHW WKLV DV VXSSRUW IRU WKH HIILFLHQW0PRQLWRULQJ K\SRWKHVLV/ QDPHO\
WKDW LQVWLWXWLRQDO LQYHVWRUV KDYH JUHDWHU H[SHUWLVH DQG LQFHQWLYH WR PRQLWRU PDQDJHPHQW DQG FDQ
GR VR DW ORZHU FRVW WKDQ VPDOO LQYHVWRUV1 6WRXJKWRQ DQG =HFKQHU +4<<;, VXJJHVW WKDW ILUPV PD\
FKRRVH WR UDWLRQ WKH DOORFDWLRQ RI ,32 VKDUHV LQ IDYRU RI ODUJH/ LQVWLWXWLRQDO LQYHVWRUV IRU WKH
PRQLWRULQJ EHQHILWV WKH\ DUH H[SHFWHG WR SURYLGH1 8QGHUSULFLQJ/ ZKLFK DULVHV LQ WKHLU PRGHO IURP
UDWLRQLQJ RXW VPDOO LQYHVWRUV/ UHSUHVHQWV FRPSHQVDWLRQ IRU H[SHFWHG IXWXUH PRQLWRULQJ VHUYLFHV1
7KH ILUP EHQHILWV DV ORQJ DV WKH EHQHILW RI PRQLWRULQJ LV JUHDWHU WKDQ WKH FRVW RI XQGHUSULFLQJ1
7KHLU PRGHO SUHGLFWV D SRVLWLYH UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG VWUDWHJLF UDWLRQLQJ LQ IDYRU:
RI ODUJH LQYHVWRUV1
/DUJH LQVWLWXWLRQDO LQYHVWRUV PD\ DOVR DGG YDOXH WR WKH ILUP E\ SURYLGLQJ LQIRUPDWLRQ
GXULQJ WKH ,32 SURFHVV1 %HQYHQLVWH DQG 6SLQGW +4<;<, KDYH SURSRVHG D PRGHO LQ ZKLFK
XQGHUZULWHUV UHO\ RQ D FOLHQWHOH RI ODUJH LQIRUPHG LQYHVWRUV WR SURYLGH LQIRUPDWLRQ DERXW WKH
YDOXH RI WKH ILUP EHLQJ RIIHUHG1 7KH XQGHUZULWHU XVHV WKLV LQIRUPDWLRQ WR UHILQH WKH YDOXH RI WKH
RIIHULQJ1 8QGHUSULFLQJ LQ WKH %HQYHQLVWH DQG 6SLQGW +4<;<, PRGHO UHSUHVHQWV FRPSHQVDWLRQ WR
WKHVH LQYHVWRUV IRU WUXWKIXOO\ UHYHDOLQJ WKHLU LQIRUPDWLRQ1
,Q HLWKHU FDVH/ ,32V WKDW DUH PDUNHWHG WRZDUGV ODUJH/ LQVWLWXWLRQDO LQYHVWRUV DUH
XQGHUSULFHG PRUH1 ,Q WKH FRQWH[W RI ,32V/ +DQOH\ DQG :LOKHOP +4<<8, VKRZ WKDW WKH LQLWLDO
DOORFDWLRQ WR LQVWLWXWLRQV LQ WKHLU VDPSOH RI ,32V UDQJHV IURP 919( WR ;;19( VXJJHVWLQJ WKDW
LQVWLWXWLRQV LQYHVW VHOHFWLYHO\ LQ ,32V1 ,I D ILUP ZDQWV WR WDUJHW LQVWLWXWLRQDO LQYHVWRUV/ LW ZRXOG
KDYH WR VHDUFK IRU ZD\V WR PDNH LWV VWRFN DWWUDFWLYH WR LQVWLWXWLRQV1 7KHUH LV HYLGHQFH WKDW
LQVWLWXWLRQV DYRLG LQYHVWLQJ LQ ORZ0SULFHG VWRFNV +DV VKRZQ E\ )DONHQVWHLQ +4<<9, IRU PXWXDO
IXQGV DQG *RPSHUV DQG 0HWULFN +4<<;, IRU LQVWLWXWLRQV LQ JHQHUDO,1 7KLV PD\ EH EHFDXVH KLJKHU
SULFHG VWRFNV DUH PRUH OLTXLG DQG KDYH ORZHU WUDQVDFWLRQV FRVWV1 7KHUHIRUH/ D ILUP FRXOG DWWUDFW
LQVWLWXWLRQDO LQWHUHVW LQ LWV ,32 E\ FKRRVLQJ D KLJKHU RIIHU SULFH1 ,Q DGGLWLRQ/ LI UHSXWHG
XQGHUZULWHUV DUH PRUH OLNHO\ WR KDYH D UHJXODU FOLHQWHOH RI LQVWLWXWLRQDO LQYHVWRUV/ ZH ZRXOG
H[SHFW WKDW LQVWLWXWLRQDO DOORWPHQW LV SRVLWLYHO\ UHODWHG WR XQGHUZULWHU UHSXWDWLRQ1 6LQFH RQH UHDVRQ
ILUPV ZDQW WR WDUJHW LQVWLWXWLRQV LV WKDW WKH\ SURYLGH EHQHILFLDO PRQLWRULQJ VHUYLFHV/ ZH DOVR
H[SHFW WKDW VXFK LQYHVWRUV ZLOO UHWDLQ WKHLU LQYHVWPHQW DQG QRW WUDGH H[WHQVLYHO\ LQ WKH DIWHU0
PDUNHW1
+RZHYHU/ WKHUH DUH DOVR UHDVRQV ZK\ ILUPV PD\ FKRRVH WR DYRLG LQVWLWXWLRQDO LQYHVWRUV1;
2QH SRVVLELOLW\ LV WKDW WKH PDQDJHUV RI WKH ILUP PD\ ZDQW WR FRQVXPH SHUTXLVLWHV RU RWKHU SULYDWH
EHQHILWV RI FRQWURO1 7KHVH HQWUHQFKHG PDQDJHUV ZRXOG QRW ZDQW WR VXEMHFW WKHPVHOYHV WR
PRQLWRULQJ E\ ODUJH RXWVLGH VKDUHKROGHUV1 6LQFH VPDOO/ GLVSHUVHG VKDUHKROGHUV DUH OHVV OLNHO\ RU
OHVV DEOH WR PRQLWRU WKH PDQDJHUV* DFWLRQV/ WKHVH ILUPV ZLOO WDUJHW DQ RZQHUVKLS VWUXFWXUH WKDW
FRQVLVWV PDLQO\ RI VPDOO LQYHVWRUV1 ,W LV DOVR SRVVLEOH WKDW VRPH ILUPV PD\ QRW JDLQ IURP
LQFUHDVHG PRQLWRULQJ E\ LQVWLWXWLRQDO LQYHVWRUV/ EXW FRXOG IDFH D VLJQLILFDQW FRVW1 ,I VRPH
LQVWLWXWLRQDO LQYHVWRUV DUH PRUH LQWHUHVWHG LQ VKRUW0WHUP SULFH DSSUHFLDWLRQ/ WKH\ FRXOG IRUFH WKH
ILUP WR IRUHJR SRWHQWLDOO\ YDOXDEOH ORQJ0WHUP LQYHVWPHQWV +VXFK DV 5)’,1 $ UHFHQW DUWLFOH E\
%XVKHH +4<<;, VXJJHVWV WKDW RZQHUVKLS E\ LQVWLWXWLRQV WKDW HQJDJH LQ PRPHQWXP WUDGLQJ
VLJQLILFDQWO\ LQFUHDVHV WKH SUREDELOLW\ WKDW PDQDJHUV UHGXFH 5)’ WR UHYHUVH DQ HDUQLQJV GHFOLQH1
7KHVH ILUPV PD\ FKRRVH WR DYRLG LQVWLWXWLRQDO LQYHVWRUV/ EXW QRW IRU %YDOXH0GHFUHDVLQJ% UHDVRQV1
6LQFH ERWK W\SHV RI ILUPV ZDQW WR GLVFRXUDJH LQVWLWXWLRQDO LQYHVWPHQW/ WKH\ DUH PRUH OLNHO\ WR
FKRRVH ORZHU RIIHU SULFHV1 $ ORZ RIIHU SULFH ZRXOG GLVFRXUDJH ODUJH LQYHVWRUV GXH WR WKH KLJKHU
WUDQVDFWLRQV FRVWV DVVRFLDWHG ZLWK ORZ0SULFHG VWRFNV1 7KH UHVXOWDQW SRROLQJ HTXLOLEULXP ZLOO OHDG
WR D ZLQQHU*V FXUVH SUREOHP DQG KLJKHU XQGHUSULFLQJ +DV LQ 5RFN/ 4<;9,1
7KH SUHGLFWLRQ WKDW ORZ0SULFHG ,32V ZLOO H[KLELW KLJKHU XQGHUSULFLQJ LV DOVR FRQVLVWHQW
ZLWK RWKHU H[SODQDWLRQV WKDW KDYH EHHQ SXW IRUWK LQ WKH OLWHUDWXUH1 )RU H[DPSOH/ %UHQQDQ DQG
)UDQNV +4<<:, VKRZ WKDW LQ RUGHU WR SUHVHUYH SULYDWH EHQHILWV RI FRQWURO/ ILUPV PD\ FKRRVH WR
XQGHUSULFH WKHLU VKDUHV DQG UDWLRQ WKH DOORFDWLRQ RI VKDUHV LQ IDYRU RI VPDOO/ GLIIXVH LQYHVWRUV1 ,Q D
GLIIHUHQW YHLQ/ %RRWK DQG &KXD +4<<9, DUJXH WKDW ILUPV PD\ FKRRVH D ORZHU RIIHU SULFH WR
SURPRWH GLIIXVH RZQHUVKLS1 6LQFH WKLV ZRXOG EH DVVRFLDWHG ZLWK KLJKHU WRWDO LQIRUPDWLRQ FRVWV/
WKHVH LVVXHV ZRXOG EH XQGHUSULFHG E\ ODUJHU DPRXQWV1<
2WKHU UHVHDUFKHUV KDYH DUJXHG WKDW ORZ0SULFHG ,32V DUH ULVNLHU1 &KDON DQG 3HDY\ +4<;:,
DQG ,EERWVRQ/ 6LQGHODU DQG 5LWWHU +4<;;, KDYH VKRZQ WKDW XQGHUSULFLQJ LV LQYHUVHO\ UHODWHG WR
RIIHU SULFH1 &KDON DQG 3HDY\ +4<;:, GLYLGH WKHLU VDPSOH RI 97< ,32V GXULQJ 4<:80;5 LQWR ILYH
SRUWIROLRV EDVHG RQ RIIHU SULFH1 7KH ILYH SRUWIROLRV DUH ’3133 WR ’4133/ ’4134 WR ’5133/ ’5134 WR
’8133/ ’8134 WR ’43133/ DQG PRUH WKDQ ’431331 7KHLU UHVXOWV LQGLFDWH WKDW WKH ORZ0SULFHG ,32V
H[KLELW ODUJHU XQGHUSULFLQJ1 2QH H[SODQDWLRQ WKDW WKH\ DGYDQFH LV WKDW WKH XQGHUSULFLQJ UHSUHVHQWV
D SUHPLXP IRU DERYH0DYHUDJH ULVN IRU VWRFNV SULFHG DW ’4133 RU OHVV1 ,Q D VLPLODU IDVKLRQ/
,EERWVRQ/ 6LQGHODU DQG 5LWWHU +4<;;, VKRZ WKDW ,32V SULFHG DW OHVV WKDQ ’6133/ H[KLELW PXFK
ODUJHU XQGHUSULFLQJ/ RQ DYHUDJH/ WKDQ KLJKHU SULFHG ,32V1 7KH\ K\SRWKHVL]H WKDW PRUH VSHFXODWLYH
LVVXHV WHQG WR KDYH RIIHULQJ SULFHV EHORZ ’61331 6HJXLQ DQG 6PROOHU +4<<:, DOVR VKRZ WKDW ORZ0
SULFHG VWRFNV DUH DVVRFLDWHG ZLWK KLJKHU ULVN DQG ORZHU UHWXUQV1
+RZHYHU/ WKLV UDLVHV WKH TXHVWLRQ RI ZK\ WKHVH ULVNLHU ILUPV FKRRVH WR VLJQDO WKHLU KLJKHU
ULVN E\ FKRRVLQJ D ORZ RIIHU SULFH1 :K\ QRW VHOHFW D KLJKHU RIIHU SULFH/ PLPLFNLQJ D ORZ0ULVN ILUP
DQG WKXV JHQHUDWLQJ KLJKHU SURFHHGV IURP WKH ,32" %XW/ DV ZH KDYH QRWHG/ LQVWLWXWLRQDO
RZQHUVKLS FDQ EH FRVWO\ WR VRPH ILUPV1 6XFK ILUPV FDQQRW FRVWOHVVO\ FKRRVH WR PLPLF D ORZ ULVN
ILUP DQG ZLOO FKRRVH ORZHU RIIHU SULFHV WR DYRLG LQVWLWXWLRQDO DWWHQWLRQ1
7KLV GLVFXVVLRQ VXJJHVWV WKDW LQVWLWXWLRQDO LQYHVWPHQW LQ ,32V ZLOO EH SRVLWLYHO\ UHODWHG WR
WKH RIIHU SULFH1 ,W DOVR LPSOLHV WKDW PRUH UHSXWHG XQGHUZULWHUV/ ZKR KDYH JUHDWHU DFFHVV WR
LQVWLWXWLRQDO FOLHQWV/ ZLOO PDUNHW WKH KLJKHU SULFHG ,32V1 )LQDOO\/ LW LPSOLHV WKDW XQGHUSULFLQJ ZLOO
EH KLJKHU IRU ERWK KLJKHU SULFHG DQG ORZHU SULFHG ,32V1 7KDW LV/ XQGHUSULFLQJ VKRXOG H[KLELW D 80
VKDSHG UHODWLRQVKLS ZLWK RIIHU SULFH143
61 ’DWD DQG YDULDEOH GHILQLWLRQV
)URP WKH *OREDO )LQDQFLQJ ’DWDEDVH RI WKH 6HFXULWLHV ’DWD &RPSDQ\ +6’&,/ ZH LGHQWLI\
DOO LQLWLDO SXEOLF RIIHULQJV RI FRPPRQ VWRFN E\ GRPHVWLF +86, ILUPV GXULQJ WKH SHULRG 4<:3 WR
4<<61 :H UHTXLUH WKDW WKH VWRFN PDUNHW GDWD IRU WKH ILUP EH DYDLODEOH RQ WKH &HQWHU IRU 5HVHDUFK
LQ 6HFXULW\ 3ULFHV +&563, WDSHV1 7KLV JLYHV XV DQ LQLWLDO VDPSOH RI 8869 ,32V1 :H H[FOXGH ,32V
RI FORVHG0HQG IXQGV/ 5(,76/ DQG $’5V/ UHWDLQLQJ RQO\ ,32V RI FRUSRUDWLRQV +&563 VKDUH FRGH
43 RU 44, LQ RXU VDPSOH +7;8< ILUPV,1 :H LQFOXGH ,32V LI FRPPRQ VWRFN ZDV WKH RQO\ VHFXULW\
WKDW ZDV LVVXHG/ DQG H[FOXGH D IXUWKHU :64 LQVWDQFHV ZKHUH WKH LVVXH ZDV IRU XQLWV FRPSULVHG RI
FRPPRQ VWRFN DQG VRPH RWKHU VHFXULW\1 :H DOVR UHTXLUH WKDW WKH ,32 EH OLVWHG RQ &563
1<6(2$0(;21$6’$4 FRPELQHG WDSHV QRW PRUH WKDQ WZR PRQWKV +75 WUDGLQJ GD\V, DIWHU WKH
RIIHU GDWH1 7KLV UHGXFHV WKH VDPSOH VL]H WR 6:89 ,32V1 $V D IXUWKHU FKHFN/ ZH H[FOXGH DQ
DGGLWLRQDO 67 LVVXHV WKDW ZHUH ILUVW OLVWHG RQ 1$6’$4 RQ ’HFHPEHU 47/ 4<:5 +W K HG D W H& 5 6 3
VWDUWHG UHSRUWLQJ GDWD IRU 1$6’$4 ILUPV,1 7KH ODWWHU WZR UHVWULFWLRQV UHGXFH WKH SRVVLELOLW\ WKDW
RXU VDPSOH ILUPV KDYH WUDGHG HOVHZKHUH1 )LQDOO\/ WR DYRLG SRVVLEOH GDWD FRGLQJ HUURUV/ ZH FKHFN
WKDW WKH RIIHU GDWH LV RQ RU EHIRUH WKH ILUVW WUDGLQJ GDWH RQ &5631 :H DOVR YHULI\ WKDW WKH QXPEHU
RI VKDUHV RXWVWDQGLQJ RQ WKH &563 WDSHV LV QRW OHVV WKDQ WKH QXPEHU RI VKDUHV RIIHUHG LQ WKH 861
7KH ILQDO VDPSOH FRQVLVWV RI 69;6 ,32V1 $OPRVW QLQHW\ SHUFHQW RI WKH ,32V ILUVW WUDGHG RQ WKH
1$6’$4/ ZLWK WKH UHPDLQGHU EHLQJ LQLWLDOO\ OLVWHG RQ 1<6( RU $0(;1
:H FROOHFW RIIHULQJ GDWD +RIIHU SULFH/ QXPEHU RI VKDUHV RIIHUHG DQG RIIHU GDWH, DQG WKH
LGHQWLW\ RI WKH OHDG XQGHUZULWHUV IURP WKH 6’& GDWDEDVH1 7KH FORVLQJ SULFH DW WKH HQG RI WKH ILUVW
WUDGLQJ GDWH/ QXPEHU RI VKDUHV RXWVWDQGLQJ DIWHU WKH ,32 DQG WUDGLQJ YROXPH DUH WDNHQ IURP WKH
&563 WDSHV1 ’DWD RQ LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,32 FRPHV IURP YDULRXV LVVXHV RI WKH 6)344
6WRFN *XLGH1 7KH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ LV IURP &DUWHU DQG 0DQDVWHU +4<<3, IRU ,32V
SULRU WR 4<;8 DQG IURP &DUWHU/ ’DUN DQG 6LQJK +4<<;, IRU VXEVHTXHQW ,32V1
)RU HYHU\ ILUP/ ZH FDOFXODWH XQGHUSULFLQJ DV WKH UDZ UHWXUQ IURP WKH RIIHU SULFH WR WKH
FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ GD\1 )LUP VL]H LV WKH PDUNHW YDOXH RI HTXLW\/ FRPSXWHG DV WKH
SURGXFW RI WKH RIIHU SULFH DQG WKH QXPEHU RI VKDUHV RXWVWDQGLQJ RQ WKH ILUVW WUDGLQJ GD\1 7KH LVVXH
DPRXQW LV WKH JURVV SURFHHGV IURP WKH ,32 +RIIHU SULFH WLPHV QXPEHU RI VKDUHV RIIHUHG,/
H[FOXGLQJ DQ\ RYHU0DOORWPHQWV1 7KH RIIHU IUDFWLRQ LV WKH QXPEHU RI VKDUHV RIIHUHG LQ WKH ,32 DV D
SHUFHQWDJH RI WKH WRWDO QXPEHU RI VKDUHV RXWVWDQGLQJ DIWHU WKH ,321 )RU DQ\ JLYHQ GD\/ ZH
FRPSXWH WKH GDLO\ YROXPH WXUQRYHU DV D IUDFWLRQ RI WKH QXPEHU RI VKDUHV RXWVWDQGLQJ1 $YHUDJH
WXUQRYHU LV GHILQHG DV WKH DYHUDJH RI WKH GDLO\ WXUQRYHU RYHU 433 GD\V VWDUWLQJ ZLWK WKH VHFRQG
ZHHN DIWHU OLVWLQJ1 7KH ILUVW ZHHN +LQLWLDO, WXUQRYHU LV WKH DYHUDJH RI WKH GDLO\ WXUQRYHU RYHU WKH
ILUVW ILYH GD\V +RQH GD\, RI WUDGLQJ1 7KH SHUFHQWDJH RIIHU SULFH UHYLVLRQ LV WKH SHUFHQWDJH
GLIIHUHQFH EHWZHHQ WKH ILQDO RIIHU SULFH DQG WKH PLG0SRLQW RI WKH RULJLQDO ILOLQJ UDQJH1 :H
PHDVXUH LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,32 DV D SHUFHQWDJH RI WKH WRWDO QXPEHU RI VKDUHV
RXWVWDQGLQJ1
5
7KH DYHUDJH ILUP VL]H IRU RXU VDPSOH ILUPV LV ’439 PLOOLRQ DQG WKH PHGLDQ LV ’76 PLOOLRQ
+7DEOH 4,1 7KH DYHUDJH +PHGLDQ, LVVXH DPRXQW/ H[FOXGLQJ DQ\ RYHU0DOORWPHQWV/ LV ’5< PLOOLRQ
+’46 PLOOLRQ,1 7KLV LV ODUJHU WKDQ WKH DYHUDJH JURVV SURFHHGV RI ’48 PLOOLRQ IRU D VDPSOH RI 4859
,32V GXULQJ 4<:804<;7 GRFXPHQWHG E\ 5LWWHU +4<<4,1 $Q DYHUDJH RI DOPRVW 67 SHUFHQW RI WKH
SRVW0LVVXH ILUP LV VROG LQ WKH ,321 7KH DYHUDJH +PHGLDQ, RIIHU SULFH LV ’4318: +’43133, SHU VKDUH1
7KH ,32V LQ RXU VDPSOH H[KLELW DQ DYHUDJH XQGHUSULFLQJ RI 4415< SHUFHQW/ ZKLFK LV VLPLODU WR
ZKDW RWKHU UHVHDUFKHUV KDYH GRFXPHQWHG1
6 +RZHYHU/ WKH PHGLDQ XQGHUSULFLQJ LV PXFK ORZHU DW45
7133 SHUFHQW1 7KH WZHQW\0ILIWK SHUFHQWLOH LV ]HUR SHUFHQW/ LQGLFDWLQJ WKDW DW OHDVW RQH TXDUWHU RI DOO
,32V GR QRW H[KLELW XQGHUSULFLQJ1
>,QVHUW 7DEOH 4 DERXW KHUH@
71 2IIHU 3ULFH/ LQVWLWXWLRQDO LQYHVWPHQW/ XQGHUZULWHU UHSXWDWLRQ DQG XQGHUSULFLQJ
,Q WKLV VHFWLRQ/ ZH SUHVHQW WKH PDLQ UHVXOWV LQ WKH SDSHU E\ GRFXPHQWLQJ WKH UHODWLRQVKLS
EHWZHHQ RIIHU SULFH/ LQVWLWXWLRQDO LQYHVWPHQW DQG XQGHUSULFLQJ LQ RXU VDPSOH RI ,32V1 7KH UHVXOWV
VKRZ WKDW WKH LQVWLWXWLRQDO LQYHVWPHQW LV KLJKHU LQ ,32V ZLWK D KLJKHU RIIHU SULFH1 &RQVLVWHQW ZLWK
RXU K\SRWKHVLV/ XQGHUSULFLQJ LV D 80VKDSHG IXQFWLRQ RI RIIHU SULFH1 :H ILQG WKDW WKLV 80VKDSHG
SDWWHUQ SHUVLVWV/ HYHQ DIWHU FRQWUROOLQJ IRU WKH HIIHFW RI RWKHU H[SODQDWRU\ YDULDEOHV1
714 2IIHU SULFH/ LQVWLWXWLRQDO LQYHVWPHQW DQG XQGHUZULWHU UHSXWDWLRQ
:H EHJLQ RXU DQDO\VLV E\ H[SORULQJ ZKHWKHU LQVWLWXWLRQV LQYHVW PRUH LQ WKH KLJKHU SULFHG
,32V DQG LQ ,32V PDUNHWHG E\ UHSXWHG XQGHUZULWHUV1 ,I ILUPV FKRRVH D KLJKHU RIIHU SULFH WR DWWUDFW
LQVWLWXWLRQDO LQYHVWRUV IRU WKHLU PRQLWRULQJ EHQHILWV DQG FRPSHQVDWH WKHP YLD XQGHUSULFLQJ/ ZH
DOVR H[SHFW WKDW WKHVH ILUPV ZLOO UHWDLQ WKHLU KROGLQJV LQ WKH DIWHU PDUNHW DQG ZLOO SURYLGH
PRQLWRULQJ VHUYLFHV LQ WKH IXWXUH1 :H WKXV DOVR LQYHVWLJDWH ZKHWKHU KLJKHU SULFHG ,32V WUDGH OHVV
LQ WKH DIWHU0PDUNHW1
71414 2IIHU SULFH/ LQVWLWXWLRQDO RZQHUVKLS DQG XQGHUZULWHU UHSXWDWLRQ
)DONHQVWHLQ +4<<9, SURYLGHV HYLGHQFH WKDW PXWXDO IXQGV VHHP WR DYRLG LQYHVWLQJ LQ ORZ0
SULFHG VWRFNV1 *RPSHUV DQG 0HWULFN +4<<;, VKRZ WKDW WKLV KROGV WUXH IRU LQVWLWXWLRQV LQ JHQHUDO146
7KLV SUHIHUHQFH FRXOG EH GULYHQ E\ WKH KLJKHU WUDQVDFWLRQV FRVWV DVVRFLDWHG ZLWK ORZ SULFHG
VWRFNV1 0F,QLVK DQG :RRG +4<<5, VKRZ WKDW WKH SHUFHQWDJH ELG0DVN VSUHDG GHFUHDVHV ZLWK SULFH
OHYHOV1 ,QVWLWXWLRQV PD\ SUHIHU WR LQYHVW LQ PRUH OLTXLG VWRFNV GXH WR WKH ODUJH SRVLWLRQV WKH\ KROG1
$ ODUJH DQG OLTXLG PDUNHW IRU WKH VWRFN PDNHV LW HDVLHU IRU WKHP WR LQFUHDVH RU GLYHVW WKHLU
LQYHVWPHQWV ZLWKRXW DGYHUVHO\ DIIHFWLQJ WKH SULFH1 :KLOH WKH HYLGHQFH UHODWHV LQVWLWXWLRQDO
LQYHVWPHQW LQ H[LVWLQJ VWRFNV WR WKH SULFH OHYHO/ LW LV DV \HW XQNQRZQ ZKHWKHU WKH LQVWLWXWLRQDO
SUHIHUHQFH IRU KLJK SULFHG VWRFNV DSSOLHV LQ WKH FDVH RI ,32V1 :H H[SHFW WKDW D ILUP ZDQWLQJ WR
WDUJHW LQVWLWXWLRQDO LQYHVWRUV ZRXOG/ FHWHULV SDULEXV/ VHW D KLJKHU RIIHU SULFH OHYHO1
&RQFHUQ DERXW WKHLU UHSXWDWLRQDO FDSLWDO PDNHV LW PRUH OLNHO\ WKDW UHSXWHG XQGHUZULWHUV
PDUNHW KLJK TXDOLW\ ,32V1 ,I ,32V PDUNHWHG E\ UHSXWHG XQGHUZULWHUV DUH YLHZHG DV SUXGHQW
LQYHVWPHQWV/ ZH H[SHFW WKDW LQVWLWXWLRQDO LQYHVWRUV VXFK DV SHQVLRQ IXQGV RU EDQN WUXVW IXQGV
ZRXOG EH PRUH OLNHO\ WR LQYHVW LQ WKHP1 )XUWKHUPRUH/ XQGHUZULWHUV RI KLJKHU UHSXWDWLRQ DUH PRUH
OLNHO\ WR KDYH DFFHVV WR LQVWLWXWLRQDO LQYHVWRUV GXH WR WKH RWKHU ILQDQFLDO VHUYLFHV WKH\ RIIHU1
+HQFH/ ILUPV SUHIHUULQJ LQVWLWXWLRQDO RZQHUVKLS ZLOO EH PRUH OLNHO\ WR VHOHFW D PRUH UHSXWHG
XQGHUZULWHU DQG VHW D KLJKHU RIIHU SULFH1 :H WKXV H[SHFW D SRVLWLYH UHODWLRQVKLS EHWZHHQ
XQGHUZULWHU UHSXWDWLRQ DQG LQVWLWXWLRQDO RZQHUVKLS1
7KHUH FRXOG EH RWKHU FKDUDFWHULVWLFV WKDW LQIOXHQFH WKH LQYHVWPHQW GHFLVLRQ RI LQVWLWXWLRQDO
LQYHVWRUV1 7KHUH LV VRPH HYLGHQFH WKDW LQVWLWXWLRQV SUHIHU LQYHVWLQJ LQ ODUJHU VWRFNV1 2QH UHDVRQ
FRXOG EH WKH HIIHFW RI SUXGHQW0PDQ ODZV LQ ELDVLQJ LQVWLWXWLRQDO LQYHVWPHQW WRZDUGV KLJKHU
TXDOLW\/ ODUJH FDSLWDOL]DWLRQ VWRFNV/ DV GRFXPHQWHG LQ ’HO *XHUFLR +4<<9,1 $QRWKHU UHDVRQ FRXOG
EH WKH KLJKHU FRVWV DVVRFLDWHG ZLWK EX\LQJ RU VHOOLQJ D JLYHQ DPRXQW RI VWRFN LQ D VPDOOHU ILUP/
VLQFH WKHVH ZRXOG EH ODUJH EORFN WUDQVDFWLRQV IRU WKH VPDOOHU ILUPV1 )DONHQVWHLQ +4<<9, VKRZV WKDW47
PXWXDO IXQG GHPDQG IRU VWRFNV LQFUHDVHV ZLWK PRQWKO\ YROXPH WXUQRYHU1 ,I KLJKHU WUDGLQJ
YROXPH LQGLFDWHV ORZHU WUDQVDFWLRQV FRVWV/ ZH H[SHFW WKH DYHUDJH WXUQRYHU WR EH SRVLWLYHO\ UHODWHG
WR LQVWLWXWLRQDO RZQHUVKLS1 6LQFH ZH REVHUYH LQVWLWXWLRQDO RZQHUVKLS RQO\ DIWHU WKH ,32/ LW LV
SRVVLEOH WKDW VRPH LQVWLWXWLRQV IOLS WKHLU VKDUHV LQ WKH DIWHUPDUNHW/ HVSHFLDOO\ IRU %FROG ,32V%
ZKLFK H[KLELW OHVVHU XQGHUSULFLQJ/+ +DQOH\/ /HH DQG 6HJXLQ/ 4<<9,1 +HQFH/ ZH LQFOXGH
XQGHUSULFLQJ DV DQ DGGLWLRQDO H[SODQDWRU\ YDULDEOH DQG H[SHFW D SRVLWLYH UHODWLRQVKLS EHWZHHQ
XQGHUSULFLQJ DQG LQVWLWXWLRQDO RZQHUVKLS1 :H DOVR LQFOXGH LVVXH DPRXQW DV DQ DGGLWLRQDO
YDULDEOH/ VLQFH ZH H[SHFW D ODUJHU IORDW WR VWLPXODWH PRUH LQVWLWXWLRQDO LQYHVWPHQW1
:H UHSRUW WKH UHVXOWV RI YDULRXV UHJUHVVLRQV XVLQJ WKH SHUFHQWDJH LQVWLWXWLRQDO RZQHUVKLS
DIWHU WKH ,32 DV WKH GHSHQGHQW YDULDEOH DQG XQGHUZULWHU UHSXWDWLRQ DQG RIIHU SULFH +RU ORJ RI RIIHU
SULFH, DV RXU SULPDU\ H[SODQDWRU\ YDULDEOHV1 %DVHG RQ WKH GLVFXVVLRQ DERYH/ ZH LQFOXGH ORJ RI
ILUP VL]H/ DYHUDJH WXUQRYHU/ XQGHUSULFLQJ DQG ORJ RI LVVXH DPRXQW DV FRQWURO YDULDEOHV1 7KH
XQLYDULDWH UHVXOWV LQ WKH ILUVW WKUHH FROXPQV RI 7DEOH 5 VKRZ WKDW LQVWLWXWLRQDO LQYHVWPHQW LV
VLJQLILFDQWO\ SRVLWLYHO\ UHODWHG WR WKH ,32 RIIHU SULFH DQG XQGHUZULWHU UHSXWDWLRQ/ DV K\SRWKHVL]HG1
,Q UHJUHVVLRQ 7/ ZH LQFOXGH DOO WKH FRQWURO YDULDEOHV EXW H[FOXGH RIIHU SULFH1 7KH HYLGHQFH
VXJJHVWV WKDW LQVWLWXWLRQDO LQYHVWPHQW LV KLJKHU LQ ,32V ZLWK D ODUJHU IORDW1 $YHUDJH WXUQRYHU DQG
XQGHUSULFLQJ DUH XQUHODWHG WR LQVWLWXWLRQDO RZQHUVKLS1 :KHQ ZH LQFOXGH RIIHU SULFH DQG DOO FRQWURO
YDULDEOHV LQ UHJUHVVLRQV 8 DQG 9/ WKH FRHIILFLHQWV RQ RIIHU SULFH DQG ORJ RI RIIHU SULFH DUH SRVLWLYH
DQG VWDWLVWLFDOO\ VLJQLILFDQW +W 514 DQG 517/ UHVSHFWLYHO\,1 +RZHYHU/ LQ WKHVH UHJUHVVLRQV
XQGHUZULWHU UHSXWDWLRQ LV QRW VLJQLILFDQW1 2YHUDOO/ WKH HYLGHQFH LV FRQVLVWHQW ZLWK WKH K\SRWKHVLV
WKDW WKH FKRLFH RI D KLJKHU RIIHU SULFH E\ ILUPV OHDGV WR KLJKHU LQVWLWXWLRQDO RZQHUVKLS1
>,QVHUW 7DEOH 5 DERXW KHUH@48
71415 2IIHU SULFH DQG WUDGLQJ YROXPH
,I ORZ SULFHG ,32V DUH PRUH OLNHO\ WR EH KHOG E\ VPDOO/ GLIIXVH LQYHVWRUV ZKR PD\ EH OHVV
ZLOOLQJ WR WUDGH/ ORZ SULFHG ,32V ZRXOG WUDGH OHVV LQ WKH DIWHUPDUNHW1 $GGLWLRQDOO\/ ORZ SULFHG
,32V PD\ EH VXEMHFW WR KLJKHU WUDQVDFWLRQV FRVWV/ VLQFH WUDQVDFWLRQV FRVWV LQFUHDVHV ZLWK ORZHU
SULFH +H1J1 0F,QLVK DQG :RRG/ 4<<5,1 7KLV PD\ H[DFHUEDWH WKH ORZHU WXUQRYHU IRU ORZ SULFHG
,32V1
,Q WKH FDVH RI KLJKHU SULFHG ,32V/ LI ILUPV WDUJHW LQVWLWXWLRQDO LQYHVWRUV IRU WKHLU
PRQLWRULQJ EHQHILWV/ WKH\ ZRXOG QRW OLNH WR VHH WKHVH LQYHVWRUV IOLS WKHLU VKDUHV LQ WKH DIWHUPDUNHW1
+DQOH\ DQG :LOKHOP +4<<8, VKRZ WKDW WKH LQLWLDO LQVWLWXWLRQDO DOORFDWLRQ LV KLJKO\ FRUUHODWHG ZLWK
WKH SRVW0,32 LQVWLWXWLRQDO RZQHUVKLS1 7KLV VXJJHVWV WKDW KLJKHU DOORFDWLRQ WR LQVWLWXWLRQV GXULQJ
WKH ,32 LV QRW XQGRQH LQ WKH VHFRQGDU\ PDUNHW1 ,Q DGGLWLRQ/ VLQFH WKHLU VKDUHKROGLQJV DUH ODUJH/
LQVWLWXWLRQDO LQYHVWRUV VWDQG WR FDSWXUH D ODUJHU IUDFWLRQ RI DQ\ LPSURYHPHQWV LQ ILUP YDOXH WKDW
PD\ FRPH DERXW GXH WR WKHLU PRQLWRULQJ1 7KLV DOVR SURYLGHV WKHP ZLWK DQ LQFHQWLYH WR UHWDLQ
RZQHUVKLS DQG PRQLWRU WKH ILUP1 ,GHDOO\/ ZH ZRXOG OLNH WR LGHQWLI\ WKH LQVWLWXWLRQDO LQYHVWRUV LQ
KLJK SULFHG ,32V DQG YHULI\ WKDW WKH\ GR QRW IOLS WKHLU VKDUHV LPPHGLDWHO\ DIWHU WKH LVVXH EHJLQV
WUDGLQJ1 +RZHYHU/ ZH GR QRW NQRZ WKH LGHQWLW\ RI WKH LQVWLWXWLRQDO LQYHVWRUV LQ WKH ,32/ DQG
FDQQRW GLUHFWO\ YHULI\ ZKHWKHU WKH\ UHWDLQ WKHLU RZQHUVKLS LQ WKH ILUP1 $V DQ LQGLUHFW PHDVXUH/ ZH
XVH WXUQRYHU RQ WKH ILUVW GD\ RI OLVWLQJ WR VKHG OLJKW RQ WKLV LVVXH1 ,I LQVWLWXWLRQDO WUDGLQJ DFFRXQWV
IRU D ODUJH SURSRUWLRQ RI WKH ILUVW GD\ WXUQRYHU/ WKHQ ORZHU WXUQRYHU RQ WKH ILUVW GD\ ZRXOG EH
FRQVLVWHQW ZLWK ORZHU LQVWLWXWLRQDO WUDGLQJ/ VXJJHVWLQJ WKDW WKH WDUJHWHG RZQHUVKLS VWUXFWXUH LV QRW49
RYHUWXUQHG LQ WKH VHFRQGDU\ PDUNHW1 +HQFH/ ZH H[SHFW ORZHU WXUQRYHU IRU KLJK SULFHG ,32V1
:H XVH WKH LQLWLDO WXUQRYHU DV WKH GHSHQGHQW YDULDEOH DQG HVWLPDWH LWV UHODWLRQVKLS ZLWK
RIIHU SULFH LQ D UHJUHVVLRQ IUDPHZRUN1 6LQFH SULFH DQG VL]H DUH UHODWHG/ ZH LQFOXGH WKH ORJ RI
PDUNHW YDOXH DV D FRQWURO YDULDEOH1 ,I LQVWLWXWLRQDO IOLSSLQJ DFFRXQWV IRU D ODUJH IUDFWLRQ RI WKH
LQLWLDO WXUQRYHU DQG IOLSSLQJ LV FRQFHQWUDWHG LQ ,32V ZLWK ORZHU XQGHUSULFLQJ +.ULJPDQ/ 6KDZ
DQG :RPDFN/ 4<<<,/ ZH ZRXOG H[SHFW D QHJDWLYH UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG WKH
LQLWLDO WXUQRYHU1 ,I LQVWLWXWLRQV LQ JHQHUDO WUDGH PRUH RIWHQ WKDQ LQGLYLGXDOV/ ZH H[SHFW D SRVLWLYH
UHODWLRQVKLS EHWZHHQ LQVWLWXWLRQDO RZQHUVKLS DQG LQLWLDO WXUQRYHU1 ,Q DGGLWLRQ/ LI KLJK GHPDQG IRU
VKDUHV LQ WKH ,32 GXULQJ WKH SUH0PDUNHWLQJ UHVXOWV LQ UDWLRQLQJ WKH DOORFDWLRQ LQ WKH ,32/ ZH
H[SHFW WKDW WKHVH ,32V ZLOO H[KLELW KLJK WXUQRYHU LQ WKH LPPHGLDWH DIWHUPDUNHW1 +HQFH/ ZH
LQFOXGH WKH SHUFHQWDJH UHYLVLRQ LQ RIIHU SULFH DV DQ DGGLWLRQDO FRQWURO YDULDEOH DQG H[SHFW LW WR EH
SRVLWLYHO\ UHODWHG WR WKH LQLWLDO WXUQRYHU1
:H ILQG DQ LQYHUWHG 80VKDSHG UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG WUDGLQJ YROXPH +7DEOH
6,1 7KH FRHIILFLHQWV RQ RIIHU SULFH DQG VTXDUH RI RIIHU SULFH DUH SRVLWLYH DQG QHJDWLYH/
UHVSHFWLYHO\/ DQG VLJQLILFDQW DW WKH RQH0SHUFHQW OHYHO +UHJUHVVLRQ 4,1 7KLV LV UREXVW WR WKH LQFOXVLRQ
RI ORJ RI ILUP VL]H/ XQGHUSULFLQJ/ SHUFHQWDJH RIIHU SULFH UHYLVLRQ DQG SHUFHQWDJH LQVWLWXWLRQDO
RZQHUVKLS DV FRQWURO YDULDEOHV +UHJUHVVLRQ 7,1 $V H[SHFWHG/ WKH FRHIILFLHQW RQ SHUFHQWDJH RIIHU
SULFH UHYLVLRQ LV SRVLWLYH DQG VLJQLILFDQW1 8QGHUSULFLQJ LV SRVLWLYHO\ UHODWHG WR LQLWLDO WXUQRYHU/
FRQWUDU\ WR RXU H[SHFWDWLRQ1 ,W LV SRVVLEOH WKDW RWKHU LQYHVWRUV/ SRVVLEO\ UHWDLO/ FRXOG EH EX\LQJ
VKDUHV LQ ,32V WKDW DUH XQGHUSULFHG DQG WKXV FRQWULEXWH WR WKH KLJKHU WXUQRYHU1 +RZHYHU/ WKH
SHUFHQWDJH LQVWLWXWLRQDO RZQHUVKLS LV VWDWLVWLFDOO\ XQUHODWHG WR WKH LQLWLDO WXUQRYHU1 :KHQ ZH
HVWLPDWH WKH IXOO PRGHO XVLQJ ORJ RI RIIHU SULFH DQG LWV VTXDUH +UHJUHVVLRQ 8,/ WKH FRHIILFLHQWV RQ4:
ORJ RI RIIHU SULFH DQG LWV VTXDUH DUH SRVLWLYH DQG QHJDWLYH UHVSHFWLYHO\1 %RWK DUH VLJQLILFDQW DW WKH
RQH0SHUFHQW OHYHO1 7KH VLJQV DQG VLJQLILFDQFH OHYHOV RI WKH RWKHU FRQWURO YDULDEOHV DUH DOVR
XQFKDQJHG1
>,QVHUW 7DEOH 6 DERXW KHUH@
7KH UHVXOWV LQ WKLV VXEVHFWLRQ VXJJHVW WKDW WKH LQLWLDO WXUQRYHU LV ORZHU ERWK IRU KLJK SULFHG
DQG ORZ SULFHG ,32V1 7KLV LQGLFDWHV WKDW ORZ0SULFHG ,32V WUDGH OHVV/ SRVVLEO\ GXH WR KLJKHU
WUDQVDFWLRQV FRVWV DVVRFLDWHG ZLWK WKHVH VWRFNV1 +RZHYHU/ HYHQ KLJK0SULFHG VKDUHV VHHP WR WUDGH
OHVV1 :H QRZ DQDO\]H ZKHWKHU WKH RIIHU SULFH LV UHODWHG WR XQGHUSULFLQJ DV SUHGLFWHG LQ 6HFWLRQ 51
715 7KH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG XQGHUSULFLQJ – XQLYDULDWH WHVWV
:H ILUVW H[DPLQH WKH XQLYDULDWH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG XQGHUSULFLQJ1 :H
GLYLGH WKH VDPSOH LQWR GHFLOH SRUWIROLRV EDVHG RQ RIIHU SULFH1 ’HFLOH SRUWIROLR 4 FRQVLVWV RI WKH 43
SHUFHQW RI ,32V ZLWK WKH ORZHVW RIIHU SULFHV DQG VR RQ1 :H FDOFXODWH WKH DYHUDJH XQGHUSULFLQJ IRU
HDFK RI WKHVH GHFLOH SRUWIROLRV1 7KH UHVXOWV LQ 7DEOH 7 VKRZ D SURQRXQFHG 80VKDSHG SDWWHUQ LQ
XQGHUSULFLQJ DV D IXQFWLRQ RI RIIHU SULFH1 7KH DYHUDJH XQGHUSULFLQJ LQ GHFLOH SRUWIROLR 4 LV 631:
SHUFHQW1 ,W GHFOLQHV PRQRWRQLFDOO\ WKURXJK GHFLOH SRUWIROLR 7/ ZKLFK DYHUDJHV 816 SHUFHQW1 7KH
DYHUDJH XQGHUSULFLQJ WKHQ VWDUWV LQFUHDVLQJ DQG LV 4817 SHUFHQW LQ GHFLOH SRUWIROLR 431 $ VLPLODU
SDWWHUQ HPHUJHV ZKHQ ZH ORRN DW WKH PHGLDQV1 7KH HYLGHQFH DOVR LQGLFDWHV WKDW D VLPLODU SDWWHUQ
H[LVWV LQ WKH SHUFHQWDJH RI XQGHUSULFHG ,32V1 5HODWLYHO\ IHZHU ,32V DUH XQGHUSULFHG LQ WKH PLGGOH
IRXU GHFLOH SRUWIROLRV +DYHUDJH RI DERXW :6 SHUFHQW, WKDQ LQ WKH H[WUHPH GHFLOH SRUWIROLRV +DOPRVW
;3 SHUFHQW LQ WKH ERWWRP WKUHH GHFLOH SRUWIROLRV DQG RYHU ;5 SHUFHQW LQ WKH WRS WKUHH GHFLOH
SRUWIROLRV,1 7KLV LQGLFDWHV WKDW D IHZ RXWOLHUV GR QRW JHQHUDWH WKH REVHUYHG 80VKDSHG SDWWHUQ14;
>,QVHUW 7DEOH 7 DERXW KHUH@
7KH FOXVWHULQJ RI D ODUJH QXPEHU RI ,32V ZLWK RIIHU SULFHV DURXQG ’43133 VXJJHVWV WKDW
WKH VSUHDG LQ RIIHU SULFH EHWZHHQ DGMDFHQW GHFLOH SRUWIROLRV PD\ QRW EH ODUJH HQRXJK WR HQDEOH XV
WR GUDZ PHDQLQJIXO LQIHUHQFHV1 :H DGGUHVV WKLV LVVXH LQ WZR ZD\V1 )LUVW/ ZH H[DPLQH WKH PHDQ
RIIHU SULFHV DQG XQGHUSULFLQJ LQ SDLUV RI DGMDFHQW GHFLOH SRUWIROLRV DQG ILQG WKDW WKH\ DUH
VWDWLVWLFDOO\ GLIIHUHQW IURP HDFK RWKHU +QRW UHSRUWHG,1
7 6HFRQG/ ZH IRUP SRUWIROLRV DW HTXDO
LQWHUYDOV RI ’6133 EDVHG RQ RIIHU SULFH DQG UHSHDW WKH DERYH DQDO\VLV1
8 7DEOH 8 H[KLELWV D FOHDU 80
VKDSHG SDWWHUQ LQ WKH PHDQ DQG PHGLDQ XQGHUSULFLQJ/ DQG LQ WKH SHUFHQWDJH RI XQGHUSULFHG LVVXHV1
7KH PHDQ +PHGLDQ, XQGHUSULFLQJ GHFOLQHV IURP 7315 SHUFHQW +541< SHUFHQW, LQ LQWHUYDO SRUWIROLR 4
WR 918 SHUFHQW +41< SHUFHQW, LQ LQWHUYDO SRUWIROLR 7/ DQG LQFUHDVHV WR 451; SHUFHQW +;1< SHUFHQW, LQ
LQWHUYDO SRUWIROLR ;1
>,QVHUW 7DEOH 8 DERXW KHUH@
716 7KH UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG RIIHU SULFH – PXOWLYDULDWH WHVWV
7KH HYLGHQFH DERYH LQGLFDWHV WKDW ,32 XQGHUSULFLQJ YDULHV XQFRQGLWLRQDOO\ LQ D 80VKDSHG
IDVKLRQ ZLWK RIIHU SULFH1 +RZHYHU/ 6WROO DQG :KDOH\ +4<;6, GRFXPHQW D SRVLWLYH DVVRFLDWLRQ
EHWZHHQ PDUNHW YDOXH RI HTXLW\ DQG SULFH SHU VKDUH IRU FRPPRQ VWRFNV1 7KHUH LV VRPH HYLGHQFH
LQ FROXPQ 5 RI 7DEOHV 7 DQG 8 WKDW D VLPLODU SRVLWLYH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG ILUP
VL]H H[LVWV LQ RXU VDPSOH DOVR1 7KH 3HDUVRQ FRUUHODWLRQ EHWZHHQ ,32 RIIHU SULFH DQG ORJ RI ILUP
VL]H FRPSXWHG DW WKH FORVH RI WKH ILUVW WUDGLQJ GD\ LV 31:8 +7DEOH 9,1 7KXV/ LW LV QRW FOHDU LI WKH
YDULDWLRQ LQ XQGHUSULFLQJ LV GXH WR ILUP VL]H UDWKHU WKDQ SULFH1 ,Q DGGLWLRQ/ WKHUH DUH PDQ\ RWKHU
WKHRULHV WKDW DWWHPSW WR H[SODLQ ZKDW IDFWRUV DIIHFW ,32 XQGHUSULFLQJ1 :H WXUQ RXU DWWHQWLRQ WR4<
WKHVH LVVXHV EHORZ1
>,QVHUW 7DEOH 9 DERXW KHUH@
71614 &RQWURO YDULDEOHV
&DUWHU DQG 0DQDVWHU +4<<3, GHYHORS D PRGHO LQ ZKLFK PRUH UHSXWHG XQGHUZULWHUV PDUNHW
ORZHU0ULVN DQG KLJKHU TXDOLW\ ,32V1 &RQILUPDWRU\ HYLGHQFH WKDW XQGHUZULWHU UHSXWDWLRQ LV
QHJDWLYHO\ UHODWHG WR XQGHUSULFLQJ LV SUHVHQWHG LQ &DUWHU DQG 0DQDVWHU +4<<3, DQG &DUWHU/ ’DUN
DQG 6LQJK +4<<;,1 9DULRXV VLJQDOLQJ WKHRULHV +H1J1 $OOHQ DQG )DXOKDEHU/ 4<;<> *ULQEODWW DQG
+ZDQJ/ 4<;<> :HOFK/ 4<;<, K\SRWKHVL]H WKDW XQGHUSULFLQJ LV D SRVLWLYH VLJQDO RI ILUP YDOXH/
VLQFH RQO\ ‡JRRG ILUPV· ZLOO EH DEOH WR UHFRXS WKH VLJQDOLQJ FRVWV LQ WKH IRUP RI D KLJKHU SULFH DW
D VXEVHTXHQW HTXLW\ LVVXH1 %XW WKH DYDLODEOH HPSLULFDO HYLGHQFH +-HJDGHHVK/ :HLQVWHLQ DQG
:HOFK/ 4<<6> 0LFKDHO\ DQG 6KDZ/ 4<<7, GRHV QRW VXSSRUW WKH LPSOLFDWLRQV RI WKH VLJQDOLQJ
PRGHOV1 7R WKH H[WHQW WKDW XQGHUZULWHU UHSXWDWLRQ DFWV DV D VXEVWLWXWH VLJQDO RI ILUP TXDOLW\/ ZH
ZRXOG H[SHFW ,32V PDUNHWHG E\ PRUH UHSXWHG XQGHUZULWHUV WR EH XQGHUSULFHG E\ D VPDOOHU
DPRXQW1
7KH ZLQQHUV FXUVH K\SRWKHVLV SXW IRUWK E\ 5RFN +4<;9, DUJXHV WKDW XQGHUSULFLQJ LV XVHG WR
FRPSHQVDWH XQLQIRUPHG LQYHVWRUV IRU DGYHUVH VHOHFWLRQ1 :H H[SHFW WKLV WR EH PRUH RI DQ LVVXH LI
WKH H[0DQWH LQIRUPDWLRQ DV\PPHWU\ LV KLJKHU1 %HQYHQLVWH DQG 6SLQGW +4<;<, DOVR DUJXH WKDW
XQGHUZULWHUV XVH XQGHUSULFLQJ +DORQJ ZLWK SUHIHUHQWLDO DOORFDWLRQ, WR LQGXFH LQIRUPHG LQYHVWRUV WR
UHYHDO WKHLU SULYDWH LQIRUPDWLRQ1 7KHUHIRUH/ FHWHULV SDULEXV/ ,32V WKDW DUH PRUH OLNHO\ WR EH
VXEMHFW WR GHSUHVVHG YDOXDWLRQ GXH WR LQIRUPDWLRQ DV\PPHWU\ ZLOO H[KLELW KLJKHU XQGHUSULFLQJ1
6PDOOHU LVVXHV DUH PRUH OLNHO\ WR EH VSHFXODWLYH LVVXHV E\ VWDUW0XS ILUPV/ DV DUJXHG E\ %HDWW\ DQG
5LWWHU +4<;9, DQG 7LQLF +4<;;,1 )XUWKHUPRUH/ LQ WKH SUHVHQFH RI IL[HG LQIRUPDWLRQ FRVWV/ WKH53
UHODWLYH FRVW RI LQIRUPDWLRQ PD\ EH ODUJH HYHQ IRU ODUJHU ILUPV ZKHQ D VPDOO IUDFWLRQ RI WKHLU
HTXLW\ LV RIIHUHG WR WKH SXEOLF1 +HQFH/ ZH XVH RIIHU IUDFWLRQ +QXPEHU RI VKDUHV RIIHUHG DV D
SHUFHQWDJH RI WRWDO VKDUHV RXWVWDQGLQJ DIWHU WKH ,32, DQG ORJ RI WKH LVVXH DPRXQW +’ PLOOLRQ, DV
DOWHUQDWLYH SUR[LHV IRU H[0DQWH XQFHUWDLQW\ RI WKH ,321 :H H[SHFW D QHJDWLYH UHODWLRQVKLS EHWZHHQ
XQGHUSULFLQJ DQG ERWK RIIHU IUDFWLRQ DQG ORJ RI LVVXH DPRXQW1 2Q WKH RWKHU KDQG/ DQ LQYHVWPHQW
EDQNHU FRXOG XVH XQGHUSULFLQJ DV D ZD\ WR UHGXFH PDUNHWLQJ HIIRUW/ ZKLFK ZLOO EH JUHDWHU IRU
ODUJHU LVVXHV +%DURQ/ 4<;5,1 7KLV ZRXOG LPSO\ D SRVLWLYH UHODWLRQVKLS EHWZHHQ ERWK RIIHU IUDFWLRQ
DQG ORJ RI LVVXH DPRXQW DQG XQGHUSULFLQJ1
%HQYHQLVWH DQG 6SLQGW +4<;<, DUJXH WKDW LI IDYRUDEOH LQIRUPDWLRQ LV UHYHDOHG LQ WKH SUH0
PDUNHW/ WKH XQGHUZULWHU UHVSRQGV E\ LQFUHDVLQJ WKH RIIHU SULFH XSZDUGV WR SDUWLDOO\ UHIOHFW WKLV
LQIRUPDWLRQ1 7KHVH ,32V ZRXOG EH SULFHG LQ WKH XSSHU SDUW RI WKH LQLWLDO RIIHU SULFH UDQJH1 7KHLU
DOORFDWLRQ LV UDWLRQHG DQG WKH\ ZRXOG DOVR EH XQGHUSULFHG PRUH1 ,W LV OLNHO\ WKDW WKH UDWLRQLQJ RI
VKDUHV ZRXOG LPSO\ KLJKHU WUDGLQJ YROXPH LQ WKH DIWHU0PDUNHW1 8QGHU WKLV VFHQDULR/ ZH ZRXOG
H[SHFW WR VHH D SRVLWLYH UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG LQLWLDO WXUQRYHU DQG WKH SHUFHQWDJH
RIIHU SULFH UHYLVLRQ1
9 $GGLWLRQDOO\/ ZH LQFOXGH ORJ RI ILUP VL]H DV D FRQWURO YDULDEOH WR YHULI\ LI
RIIHU SULFH LV UHODWHG WR XQGHUSULFLQJ/ LQGHSHQGHQW RI ILUP VL]H1
71615 5HVXOWV
:H ILUVW UHJUHVV XQGHUSULFLQJ VHSDUDWHO\ RQ HDFK RI WKH YDULDEOHV LGHQWLILHG DERYH 00RIIHU
SULFH/ DYHUDJH XQGHUZULWHU UHSXWDWLRQ UDQN/ RIIHU IUDFWLRQ/ ORJ RI LVVXH DPRXQW/ LQLWLDO WXUQRYHU/
SHUFHQWDJH RIIHU SULFH UHYLVLRQ DQG ORJ RI ILUP VL]H1 7KH UHVXOWV LQ 7DEOH : LQGLFDWH WKDW WKH RIIHU
SULFH/ ORJ RI ILUP VL]H/ ORJ RI LVVXH DPRXQW DQG DYHUDJH XQGHUZULWHU UHSXWDWLRQ UDQN DUH DOO54
QHJDWLYHO\ DVVRFLDWHG ZLWK WKH OHYHO RI XQGHUSULFLQJ/ DQG DUH VLJQLILFDQW DW EHWWHU WKDQ WKH RQH0
SHUFHQW OHYHO1 7KH SHUFHQWDJH RIIHU SULFH UHYLVLRQ DQG LQLWLDO WXUQRYHU DUH VLJQLILFDQWO\ SRVLWLYHO\
UHODWHG WR XQGHUSULFLQJ1 7KH RIIHU IUDFWLRQ LV QRW VWDWLVWLFDOO\ UHODWHG WR XQGHUSULFLQJ1 2YHUDOO/ WKLV
HYLGHQFH LV FRQVLVWHQW ZLWK WKH XQGHUZULWHU UHSXWDWLRQ K\SRWKHVLV/ DQG DOVR WKH K\SRWKHVHV SXW
IRUWK E\ %HQYHQLVWH DQG 6SLQGW +4<;<, DQG 5RFN +4<;9,1 7KH GDWD GRHV QRW VXSSRUW WKH
K\SRWKHVLV LQ %DURQ +4<;5,1
>,QVHUW 7DEOH : DERXW KHUH@
6LQFH RXU IRFXV KHUH LV RQ WKH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG XQGHUSULFLQJ/ ZH
HVWLPDWH PXOWLYDULDWH UHJUHVVLRQV DIWHU LQFOXGLQJ WKH FRQWURO YDULDEOHV1 7KH UHVXOWV RI 2/6
UHJUHVVLRQV RI XQGHUSULFLQJ RQ RIIHU SULFH DQG WKH VTXDUH RI RIIHU SULFH +7DEOH ;, VWURQJO\ VXSSRUW
WKH 80VKDSHG SDWWHUQ WKDW ZH KDYH GRFXPHQWHG HDUOLHU1 7KH FRHIILFLHQW RQ RIIHU SULFH LV QHJDWLYH
DQG WKDW RQ WKH VTXDUHG WHUP LV SRVLWLYH1 7KH FRHIILFLHQWV LQ UHJUHVVLRQ 4 DUH KLJKO\ VWDWLVWLFDOO\
VLJQLILFDQW1 7KH H[SODQDWRU\ SRZHU IRU WKLV UHJUHVVLRQ LV RYHU VL[ SHUFHQW1 $OWHUQDWLYHO\/ ZH XVH
WKH ORJ RI RIIHU SULFH DQG LWV VTXDUH +UHJUHVVLRQ 5,1 $JDLQ/ WKH FRHIILFLHQWV DUH VLJQHG DV H[SHFWHG/
KLJKO\ VLJQLILFDQW DQG FRQILUP WKH 80VKDSHG UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG RIIHU SULFH1 ,Q
UHJUHVVLRQ 6/ ZH LQFOXGH DOO WKH FRQWURO YDULDEOHV1 7KH UHVXOWV VKRZ WKDW XQGHUZULWHU UHSXWDWLRQ
DQG ORJ RI LVVXH DPRXQW DUH QHJDWLYHO\ UHODWHG WR XQGHUSULFLQJ/ ZKHUHDV SHUFHQWDJH RIIHU SULFH
UHYLVLRQ DQG ORJ RI ILUP VL]H DUH SRVLWLYHO\ UHODWHG WR XQGHUSULFLQJ1 :KHQ ZH DGG WKH RIIHU SULFH
DQG WKH VTXDUHG WHUP WR WKH FRQWURO YDULDEOHV LQ UHJUHVVLRQ 7/ ZH REVHUYH WKDW WKH FRHIILFLHQWV RQ
RIIHU SULFH DQG WKH VTXDUHG WHUP DUH RI WKH H[SHFWHG VLJQ/ DQG VWDWLVWLFDOO\ VLJQLILFDQW +W0YDOXHV RI
–4417 DQG <13 UHVSHFWLYHO\,1 7KH H[SODQDWRU\ SRZHU RI WKH UHJUHVVLRQ LV LQFUHDVHG IURP 4;19
SHUFHQW WR 55 SHUFHQW/ LQGLFDWLQJ WKDW WKH 80VKDSHG SDWWHUQ SURYLGHV D EHWWHU ILW IRU WKH FURVV055
VHFWLRQDO YDULDWLRQ LQ XQGHUSULFLQJ1 ,Q UHJUHVVLRQ 8/ ZH XVH WKH ORJ RI RIIHU SULFH DQG LWV VTXDUH
DQG REVHUYH WKH VDPH SDWWHUQ1 7KH FRHIILFLHQWV RQ ORJ RI RIIHU SULFH DQG WKH VTXDUHG WHUP DUH VWLOO
QHJDWLYH DQG SRVLWLYH/ UHVSHFWLYHO\/ DQG VWDWLVWLFDOO\ VLJQLILFDQW DW EHWWHU WKDQ WKH RQH SHUFHQW OHYHO
RI VLJQLILFDQFH1 +RZHYHU/ WKH FRHIILFLHQW RQ XQGHUZULWHU UHSXWDWLRQ LV LQVLJQLILFDQW LQ UHJUHVVLRQV
7 DQG 8/ VXJJHVWLQJ WKDW LWV HIIHFW LV VXEVXPHG E\ RIIHU SULFH1
>,QVHUW 7DEOH ; DERXW KHUH@
7 K HG D W DL Q7 D E O H9LQGLFDWHV WKDW PDQ\ RI RXU FRQWURO YDULDEOHV DUH VWURQJO\ FRUUHODWHG1
)RU H[DPSOH/ WKH FRUUHODWLRQ EHWZHHQ XQGHUZULWHU UHSXWDWLRQ DQG RIIHU SULFH LV D YHU\ VLJQLILFDQW
3186/ DQG WKDW EHWZHHQ RIIHU SULFH DQG ORJ RI ILUP VL]H LV 31:81 +RZHYHU/ WKH 80VKDSHG
UHODWLRQVKLS EHWZHHQ XQGHUSULFLQJ DQG RIIHU SULFH LV VWDWLVWLFDOO\ VLJQLILFDQW DW WKH RQH0SHUFHQW
OHYHO RU EHWWHU LQ DOO UHJUHVVLRQ VSHFLILFDWLRQV LQ 7DEOH ;1 ,Q DGGLWLRQ/ WKH VWDWLVWLFDO VLJQLILFDQFH RI
WKH RWKHU FRQWURO YDULDEOHV DOVR GRHV QRW FKDQJH PXFK DFURVV WKH YDULRXV UHJUHVVLRQV1 7R SURYLGH
DGGLWLRQDO UREXVWQHVV FKHFNV/ ZH XVH PDQ\ DOWHUQDWLYH VSHFLILFDWLRQV DQG YHULI\ WKDW RXU
LQIHUHQFHV DUH XQFKDQJHG1
71616 5REXVWQHVV FKHFNV
:H KDYH UH0HVWLPDWHG DOO WKH UHJUHVVLRQV LQ 7DEOH ; XVLQJ WKH ORJ RI WKH LVVXH DPRXQW
LQVWHDG RI RIIHU IUDFWLRQ/ EXW RXU EDVLF UHVXOW UHPDLQV XQFKDQJHG1
: 2XU LQIHUHQFHV DERXW WKH 80
VKDSHG SDWWHUQ DUH QRW DIIHFWHG/ ZKHQ ZH LQFOXGH WKH LQLWLDO WXUQRYHU LQVWHDG RI WKH SHUFHQWDJH
RIIHU SULFH UHYLVLRQ1 )LQDOO\/ XQGHUZULWHUV PD\ VXSSRUW VWRFN SULFHV LQ WKH DIWHU0PDUNHW E\ SRVWLQJ
D VWDELOL]LQJ ELG DW RU MXVW EHORZ WKH RIIHU SULFH1 7KH XQGHUSULFLQJ FRXOG WKXV EH OHIW0FHQVRUHG DW
]HUR SHUFHQW1
; 5XXG +4<<6, DQG 6FKXOW] DQG =DPDQ +4<<7, SUHVHQW HYLGHQFH RI VXFK VWDELOL]DWLRQ56
DFWLYLWLHV1 &RQVHTXHQWO\/ ZH HVWLPDWH DOO WKH UHJUHVVLRQV XVLQJ D 7RELW PRGHO LQVWHDG RI WKH 2/6
VSHFLILFDWLRQ1 2XU PDLQ UHVXOW WKDW XQGHUSULFLQJ H[KLELWV D 80VKDSHG SDWWHUQ LQ RIIHU SULFH
UHPDLQV XQFKDQJHG1
:H DOVR UHFRJQL]H WKDW WKH VWRFN H[FKDQJHV +1<6(2$0(;21$6’$4, KDYH LQLWLDO OLVWLQJ
UHTXLUHPHQWV WKDW ILUPV PXVW FRPSO\ ZLWK1 2QH FRPPRQ UHTXLUHPHQW LV WKDW WKH ILUPV KDYH D
PLQLPXP QXPEHU RI VKDUHV WKDW DUH SXEOLFO\ KHOG1 )RU H[DPSOH/ WKH 1$6’$4 UHTXLUHG ILUPV WR
KDYH D SXEOLF IORDW RI DW OHDVW 433/333 VKDUHV GXULQJ 4<;6 WR 4<<61
< 7KH 1$6’$4 106/ 1<6(
DQG $0(; SODFH VLPLODU UHVWULFWLRQV/ ZKLFK DUH FKDQJHG RQO\ LQIUHTXHQWO\1 $VVXPLQJ WKDW DOO WKH
VKDUHV LQ WKH ,32 UHSUHVHQW SXEOLF IORDW/ WKLV PLQLPXP QXPEHU RI VKDUHV UHVWULFWLRQ ZRXOG FUHDWH
DQ XSSHU ERXQG RQ WKH RIIHU SULFH IRU D JLYHQ LVVXH DPRXQW1 ,Q VRPH FDVHV/ VWRFN PDUNHW
UHJXODWRUV DOVR LPSRVH ORZHU ERXQGV RQ WKH ELG SULFH1 7R HQVXUH WKDW ILUPV LQ RXU DQDO\VLV KDYH
VRPH ODWLWXGH LQ FKRRVLQJ WKHLU RIIHU SULFH/ ZH UH0HVWLPDWH WKH UHJUHVVLRQV LQ 7DEOH ; XVLQJ RQO\
WKRVH ,32V ZKHUH WKH RIIHU SULFH LV DW OHDVW ’5133 OHVV WKDQ +PRUH WKDQ, WKH XSSHU ERXQG +WKH
ORZHU ERXQG, RQ RIIHU SULFH1 :H ORVH 569 ILUPV LQ WKLV SURFHVV/ WKXV UHWDLQLQJ PRUH WKDQ QLQHW\
SHUFHQW RI WKH RULJLQDO VDPSOH1 2XU ILQGLQJ WKDW XQGHUSULFLQJ LV 80VKDSHG LQ RIIHU SULFH LV
XQFKDQJHG1
$OWKRXJK ZH DOORZ RXU VDPSOH ILUPV WR EH LQLWLDOO\ OLVWHG XS WR 75 WUDGLQJ GD\V VXEVHTXHQW
WR WKH RIIHU GDWH/ PRUH WKDQ QLQHW\0ILYH +QLQHW\0QLQH, SHUFHQW RI RXU VDPSOH ILUPV OLVW ZLWKLQ WKUHH
GD\V +WHQ GD\V, RI WKH RIIHU GDWH1 7KXV/ LW LV SRVVLEOH WKDW D VPDOO SRUWLRQ RI RXU VDPSOH FRXOG KDYH
WUDGHG HOVHZKHUH DQG WKDW WKH FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ GD\ LV VWDOH1 :H UHSHDW WKH DQDO\VLV
LQ 7DEOH ; XVLQJ D VXE0VDPSOH RI ,32V IRU ZKLFK WKH LQLWLDO OLVWLQJ GDWH LV DW PRVW WKUHH GD\V DIWHU
WKH RIIHULQJ1 2XU LQIHUHQFHV DUH QRW DIIHFWHG157
7KH HYLGHQFH ZH KDYH SUHVHQWHG WKXV IDU LQGLFDWHV WKDW +L, WKHUH LV D SRVLWLYH UHODWLRQVKLS
EHWZHHQ ,32 RIIHU SULFHV DQG WKH SHUFHQWDJH LQVWLWXWLRQDO RZQHUVKLS/ DQG +LL, WKH UHODWLRQVKLS
EHWZHHQ XQGHUSULFLQJ DQG RIIHU SULFH LV FKDUDFWHUL]HG E\ D 80VKDSHG SDWWHUQ1 7KLV SDWWHUQ LV
UREXVW WR D YDULHW\ RI DOWHUQDWLYH VSHFLILFDWLRQV1 7KHVH ILQGLQJV VXSSRUW RXU K\SRWKHVLV WKDW ILUPV
FKRRVH D KLJKHU RIIHU SULFH DQG PRUH UHSXWHG XQGHUZULWHUV WR DWWUDFW LQVWLWXWLRQDO LQYHVWRUV1 7KH
ILUP FRXOG EHQHILW IURP LQFUHDVHG LQVWLWXWLRQDO RZQHUVKLS LI WKHVH LQYHVWRUV UHWDLQ WKHLU VKDUHV DQG
SURYLGH PRQLWRULQJ VHUYLFHV LQ WKH IXWXUH1
,I LQVWLWXWLRQDO LQYHVWRUV DUH VXFFHVVIXO LQ UHGXFLQJ DJHQF\ SUREOHPV WKURXJK WKHLU
PRQLWRULQJ DFWLYLWLHV/ WKHQ WKHVH ILUPV VKRXOG SHUIRUP EHWWHU LQ WKH DIWHU0PDUNHW/ DOO HOVH KHOG
HTXDO1 6HJXLQ DQG 6PROOHU +4<<:, VKRZ WKDW KLJK SULFHG ILUPV SHUIRUP EHWWHU LQ WKH DIWHUPDUNHW1
,Q WKH IROORZLQJ VHFWLRQ/ ZH DQDO\]H WKH ORQJ0UXQ SHUIRUPDQFH IRU RXU VDPSOH RI ,32V1
81 2IIHU SULFH DQG ORQJ0UXQ SHUIRUPDQFH
5LWWHU +4<<4, DQG /RXJKUDQ DQG 5LWWHU +4<<8, GRFXPHQW WKDW ,32V XQGHUSHUIRUP LQ WKH
WKUHH WR ILYH \HDUV IROORZLQJ WKH RIIHULQJ1 +RZHYHU/ D UHFHQW SDSHU E\ %UDY DQG *RPSHUV +4<<:,
SURYLGHV HYLGHQFH WKDW PRVW RI WKH XQGHUSHUIRUPDQFH LV FRQFHQWUDWHG LQ WKH VPDOO/ QRQ0YHQWXUH
EDFNHG ,32V1 )XUWKHUPRUH/ 6HJXLQ DQG 6PROOHU +4<<:, VKRZ WKDW ORZ0SULFHG VWRFNV DUH PRUH
OLNHO\ WR HQG XS LQ ILQDQFLDO GLVWUHVV1 2XU ILQGLQJV KLWKHUWR DOVR VXJJHVW WKH SRVVLELOLW\ WKDW WKHUH
PD\ EH V\VWHPDWLF GLIIHUHQFHV LQ ORQJ0UXQ SHUIRUPDQFH EHWZHHQ KLJK0SULFHG DQG ORZ0SULFHG
,32V1 7KLV FRXOG EH EHFDXVH RI WKH KLJKHU OHYHO RI LQVWLWXWLRQDO PRQLWRULQJ DVVRFLDWHG ZLWK KLJK0
SULFHG ,32V1 $GGLWLRQDOO\/ 6HJXLQ DQG 6PROOHU +4<<:, DQG &DUWHU/ ’DUN DQG 6LQJK +4<<;, VKRZ
WKDW ,32V PDUNHWHG E\ PRUH UHSXWHG XQGHUZULWHUV SHUIRUP EHWWHU LQ WKH ORQJ UXQ WKDQ WKRVH VROG58
E\ OHVV UHSXWHG XQGHUZULWHUV1 :H LQYHVWLJDWH ZKHWKHU RIIHU SULFH KHOSV H[SODLQ ORQJ0UXQ
SHUIRUPDQFH DIWHU FRQWUROOLQJ IRU RWKHU IDFWRUV VXFK DV ILUP VL]H/ LQVWLWXWLRQDO RZQHUVKLS DQG
XQGHUZULWHU UHSXWDWLRQ LQ D PXOWLYDULDWH UHJUHVVLRQ IUDPHZRUN1
,Q RUGHU WR LQYHVWLJDWH ZKHWKHU RIIHU SULFH KHOSV H[SODLQ WKH FURVV0VHFWLRQDO YDULDWLRQ LQ
ORQJ0UXQ SHUIRUPDQFH/ ZH FDOFXODWH WKH PDUNHW0DGMXVWHG H[FHVV UHWXUQ IRU HDFK VWRFN1 $V LQ
6HFWLRQ 7/ ZH ILUVW GLYLGH WKH ,32V LQWR GHFLOH SRUWIROLRV RQ WKH EDVLV RI RIIHU SULFH1 )RU HDFK ILUP/
ZH FDOFXODWH WKH H[FHVV UHWXUQ DV WKH GLIIHUHQFH EHWZHHQ WKH ILUP¶V KROGLQJ SHULRG UHWXUQ RYHU 45
PRQWKV IURP WKH PRQWK DIWHU OLVWLQJ +RU 57 PRQWKV RU 69 PRQWKV, DQG WKH FRQWHPSRUDQHRXV
PDUNHW UHWXUQ1 :H XVH ERWK WKH HTXDOO\ ZHLJKWHG DQG YDOXH ZHLJKWHG PRQWKO\ UHWXUQ VHULHV IURP
&563 DV SUR[LHV IRU WKH PDUNHW UHWXUQ1 :H LQFOXGH ILUPV RQO\ LI WKH\ H[LVWHG IRU WKH HQWLUH SHULRG
XQGHU FRQVLGHUDWLRQ1 2XU UHVXOWV LQ 7DEOH < LQGLFDWH WKDW WKH ,32V LQ WKH ORZHVW WZR GHFLOHV
XQGHUSHUIRUP WKH PDUNHW/ LUUHVSHFWLYH RI WKH PDUNHW LQGH[ XVHG1 )RU H[DPSOH/ LQ WKH 57 PRQWKV
DIWHU WKH ,32/ WKH\ XQGHUSHUIRUP E\ PRUH WKDQ 58 SHUFHQW1 7KH H[FHVV UHWXUQ JHQHUDOO\ LQFUHDVHV
ZLWK RIIHU SULFH1 ,Q SDUWLFXODU/ ,32V LQ WKH KLJKHVW WZR GHFLOHV GR QRW XQGHUSHUIRUP WKH PDUNHW
RYHU DQ\ RI WKH KROGLQJ SHULRGV1
>,QVHUW 7DEOH < DERXW KHUH@
,Q RUGHU WR SURYLGH DGGLWLRQDO HYLGHQFH/ ZH DQDO\]H ZKHWKHU ,32 RIIHU SULFH FDQ KHOS
H[SODLQ WKH OLNHOLKRRG WKDW D ILUP ZRXOG H[SHULHQFH ILQDQFLDO GLVWUHVV1 $V LQ 6HJXLQ DQG 6PROOHU
+4<<:,/ ZH FRQVLGHU D ILUP WR EH YLDEOH LI DW WKH HQG RI ILYH \HDUV DIWHU WKH RIIHULQJ/ LW VWLOO WUDGHV
RQ WKH 1<6(2$0(;21$6’$4 RU KDV EHHQ GHOLVWHG GXH WR D PHUJHU RU DQ H[FKDQJH RIIHU1 6LQFH
ZH LGHQWLI\ WKH GHOLVWLQJ VWDWXV IURP WKH &563 1<6(2$0(;21$6’$4 FRPELQHG 4<<9 WDSHV/
WKH SHULRG LV OHVV WKDQ ILYH \HDUV IRU ,32V LQ 4<<5 DQG 4<<61 :H XVH D GXPP\ YDULDEOH WKDW WDNHV59
WKH YDOXH ￿4¶ LI WKH ILUP LV YLDEOH DW WKH HQG RI ILYH \HDUV DIWHU WKH ,32 DQG ￿3¶R W K H U Z L V H /DV RXU
GHSHQGDQW YDULDEOH1 ,Q ORJLVWLF UHJUHVVLRQV +7DEOH 43,/ RXU PDLQ H[SODQDWRU\ YDULDEOH LV WKH RIIHU
SULFH1 :H XVH ORJ RI ILUP VL]H/ XQGHUZULWHU UHSXWDWLRQ DQG SHUFHQWDJH LQVWLWXWLRQDO RZQHUVKLS
DIWHU WKH ,32 DV FRQWURO YDULDEOHV1 7KH UHVXOWV LQ UHJUHVVLRQ 4+ UHJUHVVLRQ 5, VKRZ WKDW WKH RIIHU
SULFH +ORJ RI RIIHU SULFH, LV VLJQLILFDQWO\ SRVLWLYHO\ UHODWHG WR WKH OLNHOLKRRG WKDW WKH ILUP UHPDLQV
YLDEOH DIWHU ILYH \HDUV1 7KHVH UHVXOWV DUH FRQVLVWHQW ZLWK 6HJXLQ DQG 6PROOHU +4<<:,1 7KLV
LQIHUHQFH LV XQFKDQJHG HYHQ ZKHQ ZH LQFOXGH WKH FRQWURO YDULDEOHV LQ UHJUHVVLRQV 7 DQG 81 ,W
VHHPV WR EH WKDW FRQWUROOLQJ IRU RWKHU YDULDEOHV/ KLJK SULFHG ,32V DUH OHVV OLNHO\ WR EH GHOLVWHG IRU
GLVWUHVV UHODWHG UHDVRQV1
>,QVHUW 7DEOH 43 DERXW KHUH@
91 &RQFOXGLQJ UHPDUNV
&DVXDO HPSLULFLVP/ VXSSRUWHG E\ HYLGHQFH IURP WKH DFWXDO GLVWULEXWLRQ RI ,32 RIIHU
SULFHV/ VXJJHVWV WKDW FRPSDQLHV GR QRW FKRRVH WKHLU ,32 SULFHV DUELWUDULO\1 ,Q WKLV SDSHU/ ZH KDYH
LQYHVWLJDWHG ZKHWKHU ,32 RIIHU SULFHV DUH UHODWHG WR RZQHUVKLS VWUXFWXUH/ ,32 XQGHUSULFLQJ DQG
ILUP SHUIRUPDQFH/ DQG IRXQG VWURQJ HYLGHQFH WKDW WKH\ DUH1 :H ILQG WKDW LQVWLWXWLRQDO RZQHUVKLS
LQFUHDVHV ZLWK RIIHU SULFH1 &RQWUROOLQJ IRU ILUP VL]H/ RIIHU IUDFWLRQ/ XQGHUZULWHU UHSXWDWLRQ DQG
RWKHU YDULDEOHV WKRXJKW WR LQIOXHQFH ,32 XQGHUSULFLQJ/ ZH ILQG WKDW XQGHUSULFLQJ LV D 80VKDSHG
IXQFWLRQ RI RIIHU SULFH1
2XU ILQGLQJV DUH FRQVLVWHQW ZLWK WKH FKDUDFWHUL]DWLRQ RI KLJK0SULFHG ,32V DV WDUJHWHG
WRZDUGV LQVWLWXWLRQV LQ ZKLFK FDVH XQGHUSULFLQJ FRPSHQVDWHV WKH LQVWLWXWLRQV IRU LQIRUPDWLRQ DQG
IXWXUH PRQLWRULQJ VHUYLFHV1 )LUPV FRXOG FKRRVH D ORZ RIIHU SULFH DQG GLVFRXUDJH LQVWLWXWLRQDO
LQYHVWPHQW WR HLWKHU SUHVHUYH SULYDWH FRQWURO EHQHILWV RU WR DYRLG SRWHQWLDOO\ FRVWO\ LQYHVWRU5:
P\RSLD1 7KH UHVXOWLQJ SRROLQJ HTXLOLEULXP FRXOG OHDG WR KLJKHU XQGHUSULFLQJ1 2XU UHVXOWV DOVR
VXJJHVW WKDW WKH RIIHU SULFH LV SRVLWLYHO\ UHODWHG WR WKH OLNHOLKRRG WKDW WKH ILUP ZLOO UHPDLQ YLDEOH
DIWHU ILYH \HDUV1
7KLV SDSHU FRQWULEXWHV WR WKH JURZLQJ OLWHUDWXUH VKRZLQJ WKDW SULFH OHYHOV PDWWHU1 :KLOH
WKHUH LV QR FRPSUHKHQVLYH HFRQRPLF WKHRU\ OLQNLQJ ILUP FKDUDFWHULVWLFV DQG LQYHVWRU GHFLVLRQV WR
VWRFN SULFH OHYHOV/ WKH HYLGHQFH IURP VWRFN DQG PXWXDO IXQG VKDUH VSOLWV LQGLFDWHV WKDW VRPH
LQYHVWRUV PD\ KDYH SUHIHUHQFHV ZLWK UHJDUG WR VKDUH SULFH OHYHOV1 2XU ILQGLQJV VXJJHVW WKDW LQ
,32V/ FRPSDQLHV DQG WKHLU XQGHUZULWHUV PDNH H[SOLFLW FKRLFHV UHJDUGLQJ SULFH OHYHO/ DQG WKDW
SULFH OHYHO FRQWDLQV LQIRUPDWLRQ DERXW ILUP RZQHUVKLS DQG IXWXUH SHUIRUPDQFH15;
5HIHUHQFHV
$OOHQ/ )1/ )DXOKDEHU/ *1/ 4<;<1 6LJQDOLQJ E\ XQGHUSULFLQJ LQ WKH ,32 PDUNHW1 -RXUQDO RI )LQDQFLDO
(FRQRPLFV 56/ 63606561
%DURQ/ ’1/ 4<;51 $ PRGHO RI WKH GHPDQG IRU LQYHVWPHQW EDQNLQJ DGYLVLQJ DQG GLVWULEXWLRQ
VHUYLFHV IRU QHZ LVVXHV1 -RXUQDO RI )LQDQFH 6:/ <880<:91
%HDWW\/ 51/ 5LWWHU/ -1/ 4<;91 ,QYHVWPHQW EDQNLQJ/ UHSXWDWLRQ DQG WKH XQGHUSULFLQJ RI LQLWLDO SXEOLF
RIIHULQJV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 48/ 54605651
%HQYHQLVWH/ /101/ 6SLQGW/ 31$1/ 4<;<1 +RZ LQYHVWPHQW EDQNHUV GHWHUPLQH WKH RIIHU SULFH DQG
DOORFDWLRQ RI QHZ LVVXHV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 57/ 54605651
%RRWK/ -151/ &KXD/ /1/ 4<<91 2ZQHUVKLS GLVSHUVLRQ/ FRVWO\ LQIRUPDWLRQ DQG ,32 XQGHUSULFLQJ1
-RXUQDO RI )LQDQFLDO (FRQRPLFV 74/ 5<406431
%UDY/ $1/ *RPSHUV/ 31$1/ 4<<:1 0\WK RU UHDOLW\" 7KH ORQJ0UXQ XQGHUSHUIRUPDQFH RI LQLWLDO SXEOLF
RIIHULQJV= HYLGHQFH IURP YHQWXUH DQG QRQ0YHQWXUH FDSLWDO0EDFNHG FRPSDQLHV1 -RXUQDO RI )LQDQFH
85/ 4:<404;541
%UHQQDQ/ 01 -1/ )UDQNV/ -1/ 4<<:1 8QGHUSULFLQJ/ RZQHUVKLS DQG FRQWURO LQ LQLWLDO SXEOLF RIIHULQJV
RI HTXLW\ VHFXULWLHV LQ WKH 8.1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 78/ 6<407461
%XVKHH/ %1 -1/ 4<<;1 7KH LQIOXHQFH RI LQVWLWXWLRQDO LQYHVWPHQW RQ P\RSLF 5)’ LQYHVWPHQW
EHKDYLRU1 7KH $FFRXQWLQJ 5HYLHZ :6/ 63806661
&DUWHU/ 51/ 0DQDVWHU/ 61/ 4<<31 ,QLWLDO SXEOLF RIIHULQJ DQG XQGHUZULWHU UHSXWDWLRQ1 -RXUQDO RI
)LQDQFH 78/ 43780439:1
&DUWHU/ 51/ ’DUN/ )1/ 6LQJK/ $1/ 4<<;1 8QGHUZULWHU UHSXWDWLRQ/ LQLWLDO UHWXUQV DQG WKH ORQJ0UXQ
SHUIRUPDQFH RI ,32 VWRFNV1 -RXUQDO RI )LQDQFH +IRUWKFRPLQJ,1
&KDON/ $1/ 3HDY\/ -1/ ,,,/ 4<;:1 ,QLWLDO SXEOLF RIIHULQJV/ GDLO\ UHWXUQV/ RIIHULQJ W\SHV DQG WKH SULFH
HIIHFW1 )LQDQFLDO $QDO\VWV -RXUQDO 76/ 9809<1
’HO *XHUFLR/ ’1/ 4<<91 7KH GLVWRUWLQJ HIIHFW RI WKH SUXGHQW0PDQ ODZV RQ LQVWLWXWLRQDO HTXLW\
LQYHVWPHQWV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 73/ 640951
’HORLWWH/ +DVNLQV DQG 6HOOV/ 4<;61 6WUDWHJLHV IRU JRLQJ SXEOLF= DQ HQWUHSUHQHXUV JXLGHERRN1
(UQVW DQG :KLQQH\/ 4<;71 ’HFLGLQJ WR JR SXEOLF= XQGHUVWDQGLQJ WKH SURFHVV DQG WKH DOWHUQDWLYHV1
)DONHQVWHLQ/ (1*1/ 4<<91 3UHIHUHQFHV IRU VWRFN FKDUDFWHULVWLFV DV UHYHDOHG E\ PXWXDO IXQG5<
SRUWIROLR KROGLQJV1 -RXUQDO RI )LQDQFH 84/ 44404681
)LHOG/ /1/ 4<<81 ,V LQVWLWXWLRQDO LQYHVWPHQW LQ LQLWLDO SXEOLF RIIHULQJV UHODWHG WR WKH ORQJ UXQ
SHUIRUPDQFH RI WKHVH ILUPV" 8QSXEOLVKHG ZRUNLQJ SDSHU1 8QLYHUVLW\ RI &DOLIRUQLD/ /RV $QJHOHV1
*RPSHUV/ 31 $1 DQG 0HWULFN/ $1/ 4<<;1 ,QVWLWXWLRQDO LQYHVWRUV DQG HTXLW\ SULFHV1 1%(5 ZRUNLQJ
SDSHU &9:561
*ULQEODWW/ 01 DQG +ZDQJ/ &1 <1/ 4<;<1 6LJQDOLQJ DQG WKH SULFLQJ RI QHZ LVVXHV1 -RXUQDO RI
)LQDQFH 77/ 6<607531
+DQOH\/ .1:1/ 4<<61 7KH XQGHUSULFLQJ RI LQLWLDO SXEOLF RIIHULQJV DQG WKH SDUWLDO DGMXVWPHQW
SKHQRPHQRQ1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 67/ 56405831
+DQOH\/ .1:1/ /HH/ &101&1 DQG 31-1 6HJXLQ/ 4<<91 7KH PDUNHWLQJ RI FORVHG0HQG IXQG ,32V=
(YLGHQFH IURP WUDQVDFWLRQV GDWD1 -RXUQDO RI )LQDQFLDO ,QWHUPHGLDWLRQ 8/ 45:048<1
+DQOH\/ .1:1/ :LOKHOP/ :1-1/ 4<<81 (YLGHQFH RQ WKH VWUDWHJLF DOORFDWLRQ RI LQLWLDO SXEOLF
RIIHULQJV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 6:/ 56<058:1
,EERWVRQ/ 51 *1/ 4<:81 3ULFH SHUIRUPDQFH RI FRPPRQ VWRFN QHZ LVVXHV1 -RXUQDO RI )LQDQFLDO
(FRQRPLFV 5/ 56805:51
,EERWVRQ/ 51 *1/ 6LQGHODU/ -1/ 5LWWHU/ -1/ 4<;;1 ,QLWLDO SXEOLF RIIHULQJV1 -RXUQDO RI $SSOLHG
&RUSRUDWH )LQDQFH 9/ 6:0781
-HJDGHHVK/ 11/ :HLQVWHLQ/ 01/ :HOFK/ ,1/ 4<<61 $Q HPSLULFDO LQYHVWLJDWLRQ RI ,32 UHWXUQV DQG
VXEVHTXHQW HTXLW\ RIIHULQJV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 67/ 48604:81
.ULJPDQ/ /1/ 6KDZ/ :1 +1/ :RPDFN/ .1 /1/ 4<<<1 7KH SHUVLVWHQFH RI ,32 PLVSULFLQJ DQG WKH
SUHGLFWLYH SRZHU RI IOLSSLQJ1 -RXUQDO RI )LQDQFH 87/ 4348043771
/RXJKUDQ/ 71/ 5LWWHU/ -1/ 4<<81 7KH QHZ LVVXHV SX]]OH1 -RXUQDO RI )LQDQFH 83/ 560851
0F&RQQHOO/ -1 -1/ 6HUYDHV/ +1/ 4<<31 $GGLWLRQDO HYLGHQFH RQ HTXLW\ RZQHUVKLS DQG FRUSRUDWH
YDOXH1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 5:/ 8<809451
0F,QLVK/ 71/ :RRG/ 51/ 4<<51 $Q DQDO\VLV RI LQWUDGD\ SDWWHUQV LQ ELG2DVN VSUHDGV IRU 1<6(
VWRFNV1 -RXUQDO RI )LQDQFH 7:/ :860:971
0LFKDHO\/ 51 6KDZ/ :1+1/ 4<<71 7KH SULFLQJ RI LQLWLDO SXEOLF RIIHULQJV= 7HVWV RI DGYHUVH VHOHFWLRQ
DQG VLJQDOLQJ WKHRULHV1 5HYLHZ RI )LQDQFLDO 6WXGLHV :/ 5:<064<1
5LWWHU/ -1 51/ 4<;:1 7KH FRVWV RI JRLQJ SXEOLF1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 4</ 59<05;5163
5LWWHU/ -1 51/ 4<<41 7KH ORQJ UXQ SHUIRUPDQFH RI LQLWLDO SXEOLF RIIHULQJV1 -RXUQDO RI )LQDQFH 79/ 60
5;1
5RFN/ .1/ 4<;91 :K\ QHZ LVVXHV DUH XQGHUSULFHG" -RXUQDO RI )LQDQFLDO (FRQRPLFV 48/ 4;:05451
5XXG/ -1 61/ 4<<61 8QGHUZULWHU SULFH VXSSRUW DQG WKH ,32 XQGHUSULFLQJ SX]]OH1 -RXUQDO RI
)LQDQFLDO (FRQRPLFV 67/ 46804841
6FKXOW]/ 31+1/ =DPDQ/ 01 $1/ 4<<71 $IWHUPDUNHW VXSSRUW DQG XQGHUSULFLQJ RI LQLWLDO SXEOLF
RIIHULQJV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 68/ 4<<054<1
6HJXLQ/ 31/ 6PROOHU/ 01/ 4<<:1 6KDUH SULFH DQG PRUWDOLW\= $Q HPSLULFDO HYDOXDWLRQ RI QHZO\ OLVWHG
1$6’$4 VWRFNV1 -RXUQDO RI )LQDQFLDO (FRQRPLFV 78/ 66606971
6WROO/ +1/ :KDOH\/ 51/ 4<;61 7UDQVDFWLRQV FRVWV DQG WKH VPDOO ILUP HIIHFW1 -RXUQDO RI )LQDQFLDO
(FRQRPLFV 45/ 8:0;31
6WRXJKWRQ/ 11/ =HFKQHU/ -1/ 4<<;1 ,32 PHFKDQLVPV/ PRQLWRULQJ DQG RZQHUVKLS VWUXFWXUH1 -RXUQDO
RI )LQDQFLDO (FRQRPLFV/ IRUWKFRPLQJ1
7LQLF/ 61/ 4<;;1 $QDWRP\ RI LQLWLDO SXEOLF RIIHULQJV RI FRPPRQ VWRFN1 -RXUQDO RI )LQDQFH 76/
:;<0;551
:HOFK/ ,1/ 4<;<1 6HDVRQHG RIIHULQJV/ LPLWDWLRQ FRVWV DQG WKH XQGHUSULFLQJ RI LQLWLDO SXEOLF
RIIHULQJV1 -RXUQDO RI )LQDQFH 77/ 7540783164
7DEOH 4
’HVFULSWLYH 6WDWLVWLFV
:H LGHQWLI\ WKH VDPSOH RI 69;6 ,32V RI FRPPRQ VWRFN LQ WKH 8QLWHG 6WDWHV RYHU WKH SHULRG 4<:30<6 IURP WKH 6HFXULWLHV
’DWD &RPSDQ\ GDWDEDVH +6’&,1 :H LQFOXGH ,32V RI GRPHVWLF ILUPV +&563 VKDUH FRGH 43 RU 44, FRPSULVHG RQO\ RI
FRPPRQ VWRFN> ,32V RI XQLWV FRPSULVHG RI FRPPRQ VWRFN DQG RWKHU VHFXULWLHV DUH H[FOXGHG1 2IIHU SULFH LV WKH SULFH DW
ZKLFK VKDUHV LQ WKH ,32 ZHUH RIIHUHG DQG DUH WDNHQ IURP WKH 6’& GDWDEDVH1 0DUNHW YDOXH RI HTXLW\ +09(, LV FDOFXODWHG
DV WKH SURGXFW RI RIIHU SULFH DQG WKH QXPEHU RI VKDUHV RXWVWDQGLQJ +IURP &563,1 )RU HDFK ILUP/ DYHUDJH WXUQRYHU
+785129(5, LV FDOFXODWHG DV WKH DYHUDJH RI WKH GDLO\ WXUQRYHU +DV D IUDFWLRQ RI VKDUHV RXWVWDQGLQJ, RYHU 433 WUDGLQJ
GD\V/ VWDUWLQJ ZLWK WKH VHFRQG ZHHN DIWHU OLVWLQJ1 785129(58+ 785129(54, LV FRPSXWHG VLPLODUO\ IRU WKH ILUVW ILYH
GD\V +RQH GD\, RI OLVWLQJ1 8QGHUZULWHU UHSXWDWLRQ +$9*8:, LV WKH DYHUDJH RI WKH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ IRU WKH
OHDG PDQDJHUV +IURP &DUWHU DQG 0DQDVWHU/ 4<<3/ DQG &DUWHU/ ’DUN DQG 6LQJK/ 4<<;,1 7KH SHUFHQWDJH RIIHU SULFH UHYLVLRQ
+3&735&’), LV WKH SHUFHQWDJH FKDQJH LQ ILQDO RIIHU SULFH IURP WKH PLG0SRLQW RI WKH LQLWLDO ILOLQJ UDQJH1 2IIHU IUDFWLRQ
+2))5$&, LV WKH QXPEHU RI VKDUHV RIIHUHG LQ WKH 8QLWHG 6WDWHV DV D SHUFHQWDJH RI WKH WRWDO QXPEHU RI VKDUHV RXWVWDQGLQJ/
H[FOXGLQJ RYHU0DOORWPHQWV1 7KH JURVV SURFHHGV RI WKH ,32 +,66$07, LV WKH SURGXFW RI RIIHU SULFH DQG WKH QXPEHU RI
VKDUHV RIIHUHG LQ WKH ,32/ H[FOXGLQJ RYHU0DOORWPHQWV1 ,1677 LV WKH SUHFHQWDJH LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,32/ IURP
WKH 6)3 VWRFN JXLGH1 8QGHUSULFLQJ LV WKH SHUFHQWDJH UHWXUQ IURP WKH RIIHU SULFH WR WKH FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ
GD\1
0HDQ 0HGLDQ 1
2IIHU SULFH +’, 4318: 43133 69;6
0DUNHW YDOXH RI HTXLW\ +09(/’PLO, 439159 751<< 69;6
$YHUDJH WXUQRYHU +785129(5/ (, 3185 3173 64:8
)LUVW :HHN 7XUQRYHU +785129(58/ (, 7198 6186 6456
,QLWLDO 7XUQRYHU +785129(54/ (, 461;9 <196 6446
3HUFHQWDJH RIIHU SULFH UHYLVLRQ 051;7 3133 66;5
$YHUDJH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ 91<4 :183 6543
2IIHU IUDFWLRQ +2))5$&/ (, 661<4 64148 69;6
,VVXH DPRXQW +,66$07/’ PLO, 5;197 451;6 69;6
,QVWLWXWLRQDO 2ZQHUVKLS +,1677/ (, :147 7184 4834
8QGHUSULFLQJ +(, 4415< 7133 69;665
7DEOH 5
5HVXOWV RI 2/6 5HJUHVVLRQV RI 3HUFHQW ,QVWLWXWLRQDO 2ZQHUVKLS RQ 2IIHU 3ULFH/
)LUP 6L]H/ ,VVXH $PRXQW/ 8QGHUZULWHU 5HSXWDWLRQ DQG 7UDGLQJ 9ROXPH
7KH OHIW KDQG VLGH YDULDEOH LV WKH LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,32 +DV D SHUFHQWDJH RI WRWDO VKDUHV RXWVWDQGLQJ, IRU
RXU VDPSOH RI 69;6 ,32V RI 86 ILUPV1 7KH GDWD RQ LQVWLWXWLRQDO RZQHUVKLS LV IURP YDULRXV LVVXHV RI WKH 6)3 6WRFN *XLGH1
7KH SHUFHQW LQVWLWXWLRQDO RZQHUVKLS LV UHJUHVVHG RQ YDULRXV ILUP0VSHFLILF YDULDEOHV1 2)535& +/12)535&, LV WKH ILQDO
RIIHU SULFH RI WKH ,32 +QDWXUDO ORJ RI,1 /1,66$07 LV WKH QDWXUDO ORJ RI WRWDO JURVV SURFHHGV RI WKH ,32/ H[FOXGLQJ RYHU0
DOORWPHQWV +’ PLOOLRQV,1 /109( LV WKH QDWXUDO ORJ RI WKH PDUNHW YDOXH RI HTXLW\/ FRPSXWHG XVLQJ WKH RIIHU SULFH +’
PLOOLRQV,1 $9*8: LV WKH DYHUDJH RI WKH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ IRU WKH OHDG PDQDJHUV +IURP &DUWHU DQG 0DQDVWHU
+4<<3, DQG &DUWHU/ ’DUN DQG 6LQJK +4<<:,1 )RU HDFK ILUP/ 785129(5 LV WKH DYHUDJH RI WKH GDLO\ WXUQRYHU +DV D IUDFWLRQ
RI WRWDO VKDUHV RXWVWDQGLQJ, RYHU 433 WUDGLQJ GD\V VWDUWLQJ IURP WKH VHFRQG ZHHN DIWHU OLVWLQJ1 81’3&7 LV WKH UDZ UHWXUQ
IURP WKH RIIHULQJ SULFH WR WKH FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ GD\1 7KH WDEOH OLVWV WKH SDUDPHWHU HVWLPDWHV IURP 2/6























































































& 2EV 4834 4834 477< 4599 4558 455866
7DEOH 6
5HVXOWV RI 2/6 5HJUHVVLRQV RI 9ROXPH 7XUQRYHU RQ
2IIHU 3ULFH/ ,QVWLWXWLRQDO 2ZQHUVKLS/ ,VVXH 6L]H DQG )LUP 6L]H
7KH OHIW0KDQG VLGH YDULDEOH LV WKH WUDGLQJ YROXPH WXUQRYHU RQ WKH ILUVW OLVWLQJ GD\ DQG LV FDOFXODWHG DV WKH UDWLR RI
WUDGLQJ YROXPH WR QXPEHU RI VKDUHV RXWVWDQGLQJ1 2)535& +/12)535&, LV WKH ILQDO RIIHU SULFH LQ WKH ,32 +QDWXUDO
ORJ RI,1 ,1677 LV WKH SHUFHQWDJH LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,321 7KH SHUFHQWDJH RIIHU SULFH UHYLVLRQ
+3&735&’), LV WKH SHUFHQWDJH FKDQJH LQ ILQDO RIIHU SULFH IURP WKH PLG0SRLQW RI WKH LQLWLDO ILOLQJ UDQJH1 /1,66$07
LV WKH QDWXUDO ORJ RI WRWDO JURVV SURFHHGV RI WKH ,32/ H[FOXGLQJ RYHU0DOORWPHQWV +’ PLOOLRQV,1 /109( LV WKH QDWXUDO


























































































& 2EV 6446 6446 454< 454< 454<67
7DEOH 7
8QGHUSULFLQJ $FURVV 2IIHU 3ULFH ’HFLOH 3RUWIROLRV
IRU ,32V ’XULQJ 4<:304<<6
8QGHUSULFLQJ LV FDOFXODWHG DV WKH UHWXUQ IURP WKH RIIHU SULFH WR WKH FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ GD\1 :H FUHDWH WHQ
SRUWIROLRV/ HDFK KDYLQJ DQ HTXDO QXPEHU RI ILUPV/ RQ WKH EDVLV RI RIIHU SULFH1 3RUWIROLR 4 FRQWDLQV WKH WHQ0SHUFHQW RI ,32V
ZLWK WKH ORZHVW RIIHU SULFH1 7KH PDUNHW YDOXH RI HTXLW\ LV WKH SURGXFW RI WKH RIIHULQJ SULFH DQG QXPEHU RI VKDUHV
RXWVWDQGLQJ/ DV DW WKH HQG RI WKH ILUVW WUDGLQJ GD\1 7KH WDEOH OLVWV WKH PHDQ DQG PHGLDQ XQGHUSULFLQJ/ DQG WKH SHUFHQWDJH
RI ,32V WKDW DUH XQGHUSULFHG IRU HDFK SRUWIROLR1 7KH W0YDOXHV +]0YDOXHV FRPSXWHG XVLQJ WKH QRUPDO DSSUR[LPDWLRQ WR WKH




RI (TXLW\ +’ PLO,
3HUFHQWDJH 8QGHUSULFLQJ
0HDQ W0YDOXH 0HGLDQ (!3+ ] ,
1
4 5183 <1<3 631: 4617 4819 ;917 +461<, 69:
5 8164 491:5 441; 4416 813 ::13 +4316, 69;
6 9198 63183 <15 4316 619 :915 +4313, 69;
7 ;14: 6<186 816 ;18 419 :41: + ;16, 69;
8 <197 991<9 91: <19 417 :619 + <13, 69;
9 431:6 :41;; 919 <17 517 :61< + <14, 69;
: 45163 ;71;7 91< 4315 514 :718 + <16, 69;
; 461;3 464148 ;1< 4615 714 ;315 +4418, 69;
< 481:9 4:6147 4416 4614 813 ;416 +441<, 69;
43 531:7 76714< 4817 461< ;1: ;81; +461:, 6:568
7DEOH 8
8QGHUSULFLQJ $FURVV 2IIHU 3ULFH ,QWHUYDO 3RUWIROLRV
IRU ,32V ’XULQJ 4<:304<<6
8QGHUSULFLQJ LV FDOFXODWHG DV WKH UHWXUQ IURP WKH RIIHU SULFH WR WKH FORVLQJ SULFH RQ WKH ILUVW WUDGLQJ GD\1 :H FUHDWH HLJKW
SRUWIROLRV EDVHG RQ RIIHU SULFH DW LQWHUYDOV RI ’61 3RUWIROLR 4 FRQVLVWV RI DOO ,32V ZLWK RIIHU SULFH OHVV WKDQ ’6133/ SRUWIROLR
5 FRQVLVWV RI DOO ,32V ZLWK RIIHU SULFH JUHDWHU WKDQ RU HTXDO WR ’6133 EXW OHVV WKDQ ’9133/ D Q GV RR Q 13RUWIROLR ; LQFOXGHV
DOO ,32V ZKHUH WKH RIIHU SULFH LV JUHDWHU WKDQ RU HTXDO WR ’541331 7KH PDUNHW YDOXH RI HTXLW\ LV WKH SURGXFW RI WKH RIIHULQJ
SULFH DQG QXPEHU RI VKDUHV RXWVWDQGLQJ/ DV DW WKH HQG RI WKH ILUVW WUDGLQJ GD\1 7KH WDEOH OLVWV WKH PHDQ DQG PHGLDQ
XQGHUSULFLQJ IRU HDFK SRUWIROLR1 7KH W0YDOXHV +]0YDOXHV FRPSXWHG XVLQJ WKH QRUPDO DSSUR[LPDWLRQ WR WKH ELQRPLDO
GLVWULEXWLRQ IRU WKH VLJQ WHVW, WHVW WKH QXOO K\SRWKHVLV WKDW WKH PHDQ +PHGLDQ, XQGHUSULFLQJ LV ]HUR1





0HDQ W0YDOXH 0HGLDQ (!3+ ] ,
1
4 ? 6133 ;1<5 7315 4317 541< ;<14 +431;, 4<6
5 ! 6133 / ? 9133 47169 471; 4713 916 :<13 +4518, 795
6 ! 9133 / ? <133 6517; ;13 461; 51; :815 +461<, :9<
7 ! <133 / ? 45133 9;179 918 4714 41< :617 +4616, ;44
8 ! 45133 / ? 48133 43<188 ;13 4913 614 ::16 +4717, 9<:
9 ! 48133 / ? 4;133 4:;143 4419 4716 817 ;515 +4615, 756
: ! 4;133 / ? 54133 5991;; 4:17 4314 ;19 ;818 +4313, 533
; ! 54133 :9415: 451; ;19 ;1< ;713 + :19, 45;69
7DEOH 9
&RUUHODWLRQ EHWZHHQ )LUP &KDUDFWHULVWLFV DQG 2IIHULQJ &KDUDFWHULVWLFV
:H UHSRUW YDULRXV 3HDUVRQ FRUUHODWLRQV DPRQJ YDULRXV ILUP DQG RIIHULQJ FKDUDFWHULVWLFV IRU D VDPSOH RI 69;6 ,32V GXULQJ
4<:30<6 +S0YDOXHV LQ SDUHQWKHVHV,1 2IIHU SULFH LV WKH SULFH SHU VKDUH DV LQGLFDWHG LQ WKH 6’& GDWDEDVH1 /109( LV WKH
QDWXUDO ORJ RI WKH PDUNHW YDOXH RI HTXLW\ FRPSXWHG XVLQJ WKH RIIHU SULFH1 2IIHU IUDFWLRQ LV WKH QXPEHU RI VKDUHV RIIHUHG
LQ WKH ,32 DV D SHUFHQWDJH RI WKH WRWDO QXPEHU RI VKDUHV RXWVWDQGLQJ DIWHU WKH ,321 ,QVWLWXWLRQDO RZQHUVKLS LV FRPSXWHG
DV D SHUFHQWDJH RI VKDUHV RXWVWDQGLQJ/ DQG LV WDNHQ IURP WKH 6)3 6WRFN *XLGH1 $YHUDJH WXUQRYHU LV WKH GDLO\ YROXPH
WXUQRYHU/ DYHUDJHG RYHU 433 GD\V VWDUWLQJ ZLWK WKH VHFRQG ZHHN DIWHU OLVWLQJ1 7KH XQGHUZULWHU UHSXWDWLRQ LV WKH DYHUDJH
RI WKH XQGHUZULWHU UDQNV IRU WKH OHDG XQGHUZULWHUV1 8QGHUZULWHUV DUH DVVLJQHG UDQNV DV SHU &DUWHU DQG 0DQDVWHU +4<<3,
































































5HVXOWV RI 8QLYDULDWH 2/6 5HJUHVVLRQV RI ,32 8QGHUSULFLQJ
7KH OHIW KDQG VLGH YDULDEOH LQ DOO WKH UHJUHVVLRQV LV WKH ,32 XQGHUSULFLQJ IRU RXU VDPSOH RI 69;6 ,32V RI 86 ILUPV GXULQJ
4<:30<6/ DQG LV FDOFXODWHG DV WKH UDZ UHWXUQ IURP WKH RIIHU SULFH WR WKH FORVLQJ SULFH RQ WKH ILUVW GD\ RI WUDGLQJ1 7KH
XQGHUSULFLQJ LV UHJUHVVHG RQ YDULRXV ILUP0VSHFLILF YDULDEOHV1 2)535& LV WKH ILQDO RIIHU SULFH LQ GROODUV RI WKH ,321
/109( LV WKH QDWXUDO ORJ RI WKH PDUNHW YDOXH RI HTXLW\/ FRPSXWHG XVLQJ WKH RIIHU SULFH +’ PLO,1 $9*8: LV WKH DYHUDJH
RI WKH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ IRU WKH OHDG PDQDJHUV +IURP &DUWHU DQG 0DQDVWHU +4<<3, IRU ,32V SULRU WR 4<;8
DQG IURP &DUWHU/ ’DUN DQG 6LQJK +4<<:, IRU DOO VXEVHTXHQW ,32V,1 2))5$& LV WKH WRWDO QXPEHU RI VKDUHV LVVXHG LQ WKH
,32 LQ WKH GRPHVWLF PDUNHW +H[FOXGLQJ DQ\ RYHU0DOORWPHQWV,/ DV D SHUFHQWDJH RI WKH WRWDO QXPEHU RI VKDUHV RXWVWDQGLQJ
DIWHU WKH ,321 /1,66$07 LV WKH QDWXUDO ORJ RI WKH WRWDO DPRXQW RI WKH ,32 +JURVV SURFHHGV LQ ’ PLOOLRQ,/ H[FOXGLQJ RYHU0
DOORWPHQWV1 3&735&’) LV WKH SHUFHQWDJH UHYLVLRQ LQ WKH ILQDO RIIHU SULFH IURP WKH PLG0SRLQW RI WKH LQLWLDO ILOLQJ UDQJH1
)RU HDFK ILUP/ LQLWLDO YROXPH +785129(54, LV FDOFXODWHG DV WKH WXUQRYHU +DV D IUDFWLRQ RI VKDUHV RXWVWDQGLQJ, RQ WKH
ILUVW OLVWLQJ GD\1 7KH WDEOH OLVWV WKH SDUDPHWHU HVWLPDWHV IURP 2/6 UHJUHVVLRQV/ W0YDOXHV DUH LQ SDUHQWKHVHV1






314967 5319 031337; 0:14 4166 69;6
)LUP VL]H
+/109(,
314;:; 4919 03134<< 0:13 415: 69;6
8QGHUZULWHU UHSXWDWLRQ
+$9*8:,
315335 4917 0313475 0;17 5143 6543
2IIHU IUDFWLRQ
+2)))5$&,
31453: 471; 0313563 0414 3133 69;6
,VVXH DPRXQW
+/1,66$07,
314:66 4<1< 0313568 0:19 4185 69;6
3HUFHQWDJH RIIHU SULFH UHYLVLRQ
+3&735&’),
3144<< 6;15 3178<; 551; 4615: 66;5
,QLWLDO WXUQRYHU
+785129(54,
313:85 4818 3156<; <17 51:5 64466;
7DEOH ;
5HVXOWV RI 2/6 5HJUHVVLRQV RI ,32 8QGHUSULFLQJ RQ 2IIHU 3ULFH/ 2IIHU IUDFWLRQ/
)LUP 6L]H/ $YHUDJH 7UDGLQJ 9ROXPH DQG 8QGHUZULWHU 5HSXWDWLRQ
)RU RXU VDPSOH RI 69;6 ,32V RI 86 ILUPV GXULQJ 4<:30<6/ WKH XQGHUSULFLQJ FDOFXODWHG DV WKH UHWXUQ IURP WKH RIIHU SULFH
WR WKH FORVLQJ SULFH RQ WKH ILUVW GD\ RI WUDGLQJ/ LV UHJUHVVHG RQ YDULRXV ILUP0VSHFLILF YDULDEOHV1 2)535& +/12)535&,
LV WKH ILQDO RIIHU SULFH +QDWXUDO ORJ RI, LQ GROODUV RI WKH ,321 $9*8: LV WKH DYHUDJH RI WKH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ
IRU WKH OHDG PDQDJHUV +IURP &DUWHU DQG 0DQDVWHU +4<<3, IRU ,32V SULRU WR 4<;8 DQG IURP &DUWHU/ ’DUN DQG 6LQJK +4<<:,
IRU DOO VXEVHTXHQW ,32V,1 3&735&’) LV WKH SHUFHQWDJH UHYLVLRQ LQ WKH ILQDO RIIHU SULFH IURP WKH PLG0SRLQW RI WKH LQLWLDO
ILOLQJ UDQJH1 /1,66$07 LV WKH QDWXUDO ORJ RI WKH WRWDO DPRXQW RI WKH ,32 +JURVV SURFHHGV LQ ’ PLOOLRQ,/ H[FOXGLQJ RYHU0
DOORWPHQWV1 /109( LV WKH QDWXUDO ORJ RI WKH PDUNHW YDOXH RI HTXLW\/ FRPSXWHG XVLQJ WKH RIIHU SULFH +’ PLO,1 7KH WDEOH



























































































& 2EV 69;6 69;6 5<:: 5<:: 5<::6<
7DEOH <
/RQJ05XQ 0DUNHW $GMXVWHG ([FHVV 5HWXUQV $FURVV 2IIHU 3ULFH
’HFLOH 3RUWIROLRV IRU ,32V ’XULQJ 4<:304<<6
:H FUHDWH GHFLOH SRUWIROLRV/ HDFK KDYLQJ DQ HTXDO QXPEHU RI ILUPV/ RQ WKH EDVLV RI RIIHU SULFH1 3RUWIROLR 4 FRQWDLQV WKH
WHQ SHUFHQW RI ,32V ZLWK WKH ORZHVW RIIHU SULFH1 /RQJ0UXQ UHWXUQV IRU WKH ,32 ILUP DUH FDOFXODWHG DV WKH KROGLQJ SHULRG
UHWXUQV IRU 45 +57 RU 69, FDOHQGDU PRQWKV VWDUWLQJ DIWHU WKH OLVWLQJ PRQWK1 ([FHVV UHWXUQV DUH FDOFXODWHG E\ VXEWUDFWLQJ
WKH FRQWHPSRUDQHRXV UHWXUQV RQ D SUR[\ IRU WKH PDUNHW LQGH[ +&563 HTXDOO\ ZHLJKWHG DQG YDOXH ZHLJKWHG LQGH[,1 :H
LQFOXGH ILUPV RQO\ ZKHQ WKH\ KDYH GDWD IRU WKH FRPSOHWH SHULRG1 7KH WDEOH OLVWV WKH PHDQ SHUFHQWDJH H[FHVV UHWXUQ IRU
HDFK SRUWIROLR1 7KH W0YDOXHV +LQ SDUHQWKHVHV, WHVW WKH QXOO K\SRWKHVLV WKDW WKH PHDQ H[FHVV UHWXUQ LV ]HUR1
3RUWIROLR ([FHVV 5HWXUQV XVLQJ &563 (TXDOO\ :HLJKWHG
,QGH[
([FHVV 5HWXUQV XVLQJ &563 9DOXH :HLJKWHG ,QGH[


















































































































































5HVXOWV RI /RJLVWLF 5HJUHVVLRQV WR ([SODLQ ’LVWUHVV ’HOLVWLQJ RI ,32V
7KH GHSHQGDQW YDULDEOH LV D GXPP\ YDULDEOH WKDW WDNHV WKH YDOXH ￿3¶ LI WKH ILUP GHOLVWHG IRU UHDVRQV RI ILQDQFLDO GLVWUHVV
ZLWKLQ ILYH \HDUV DIWHU WKH ,32 DQG ￿4¶L IW K HI L U PL VY L D E O H 17 K HI L U PL VF R Q V L G H U H GW RE HY L D E O HL ID WW K HH Q GR II L Y H\ H D U V
DIWHU WKH RIIHULQJ LW LV VWLOO WUDGHG RQ WKH 1<6(2$0(;21$6’$4/ RU LI WKH GHOLVWLQJ ZDV WKH UHVXOW RI D PHUJHU RU DQ
H[FKDQJH RIIHU1 7KH ORJLVWLF UHJUHVVLRQ PRGHOV WKH OLNHOLKRRG RI WKH ILUP UHPDLQLQJ YLDEOH1 7KH PDLQ H[SODQDWRU\ YDULDEOH
LV WKH ,32 RIIHU SULFH/ 2)535&1 7KH DGGLWLRQDO FRQWURO YDULDEOHV LQFOXGH= /109(/ WKH QDWXUDO ORJ RI PDUNHW YDOXH RI
HTXLW\ FRPSXWHG XVLQJ WKH RIIHU SULFH +’ PLO,> $9*8:/ WKH DYHUDJH RI WKH XQGHUZULWHU UHSXWDWLRQ UDQNLQJ IRU WKH OHDG
PDQDJHUV +IURP &DUWHU DQG 0DQDVWHU/ 4<<3/ DQG &DUWHU/ ’DUN DQG 6LQJK/ 4<<:,/ DQG 3&7,1677/ WKH SHUFHQWDJH








































5 S0YDOXH 3133 3133 3133 3133 3133
3HUFHQW FRQFRUGDQW :71; :71; 9515 9717 9714
& 2EV 69;6 69;6 477< 477< 477<74
4 )RU H[DPSOH/ SUDFWLWLRQHU PDQXDOV E\ (UQVW DQG :KLQQH\ +4<;7, DQG ’HORLWWH/ +DVNLQV DQG 6HOOV +4<;6, VXJJHVW DQ
DFFHSWDEOH SULFH UDQJH WR EH EHWZHHQ ’43 DQG ’53 SHU VKDUH1 /LVWLQJ UHJXODWLRQV DOVR OLPLW FRPSDQLHV¶ SULFLQJ
FKRLFHV1 ,QVSHFWLRQ RI WKH GLVWULEXWLRQ RI RIIHULQJ SULFHV VKRZV WKDW LW LV QRW XQLIRUP DV ZRXOG EH H[SHFWHG LI WKH
FKRLFH ZHUH SXUHO\ DUELWUDU\1
5 6LQFH LQLWLDO ,32 DOORWPHQWV DUH QRW DYDLODEOH WR XV/ ZH PHDVXUH WKH LQVWLWXWLRQDO RZQHUVKLS DIWHU WKH ,32 XVLQJ
YDULRXV LVVXHV RI WKH 6)3 6WRFN *XLGH1 , IW K HG D W DL VD Y D L O D E O HL QW K H6 ) 3 6WRFN *XLGH WKDW LV LVVXHG WKUHH PRQWKV
D I W H UW K HR I I H UG D W H /ZH XVH WKDW DV RXU PHDVXUH RI LQVWLWXWLRQDO RZQHUVKLS1 , IW K HG D W DL VQ R WD Y D L O D E O HL QW K D WL V V X H /ZH
XVH WKH 6WRFN *XLGH LVVXHG VL[ PRQWKV DIWHU WKH RIIHU GDWH1 ,I WKH GDWD LV VWLOO XQDYDLODEOH/ ZH VHW LW DV PLVVLQJ1
6 ,EERWVRQ/ 6LQGHODU DQG 5LWWHU +4<;;, GRFXPHQW DQ DYHUDJH XQGHUSULFLQJ RI 4916: SHUFHQW IRU D VDPSOH RI ;99; ,32V
GXULQJ 4<930;:1 ,EERWVRQ +4<:8,/ 5LWWHU +4<;:/4<<4,/ &DUWHU DQG 0DQDVWHU +4<<3,/ -HJDGHHVK/ :HLQVWHLQ DQG :HOFK
+4<<6, DQG %RRWK DQG &KXD +4<<9, KDYH DOVR GRFXPHQWHG VLPLODU UHVXOWV1
7 7KH VLJQLILFDQFH OHYHOV DUH VLPLODU ZKHWKHU ZH XVH WKH W0WHVW DVVXPLQJ HTXDO YDULDQFHV RU XQHTXDO YDULDQFHV1 1RWH
WKDW WKLV WHVW LV QRW D WHVW RI WKH RYHUDOO SDWWHUQ LQ WKH UHODWLRQVKLS EHWZHHQ RIIHU SULFH DQG XQGHUSULFLQJ1
8 7KH LQIHUHQFHV DUH XQFKDQJHG LI ZH XVH WHQ ’5133 LQWHUYDO SRUWIROLRV LQVWHDG1 7KHVH UHVXOWV DUH QRW UHSRUWHG/ EXW DUH
DYDLODEOH XSRQ UHTXHVW1
9 +DQOH\ +4<<6, VKRZV WKDW XQGHUSULFLQJ LV SRVLWLYHO\ UHODWHG WR WKH SHUFHQWDJH FKDQJH LQ RIIHU SULFH IURP WKH RULJLQDO
ILOLQJ SULFH1 6KH DOVR VKRZV WKDW LQLWLDO GD\ WUDGLQJ YROXPH LV KLJKHU IRU WKHVH ,32V/ DQG WKLV UHODWLRQVKLS KROGV IRU XS
WR WZR \HDUV LQWR WKH IXWXUH1 :H UXQ DOO RXU XQGHUSULFLQJ WHVWV XVLQJ ERWK SHUFHQWDJH LQLWLDO GD\ YROXPH DQG WKH
DYHUDJH RI WKH GDLO\ SHUFHQWDJH YROXPH RYHU WKH ILUVW 433 WUDGLQJ GD\V +DYHUDJH WUDGLQJ YROXPH,1 7KH LQIHUHQFHV DUH
XQFKDQJHG/ EXW ZH UHSRUW WKH ODWWHU UHVXOWV VLQFH WKH VDPSOH VL]H LV VOLJKWO\ ODUJHU1
: 6LQFH QRQH RI RXU LQIHUHQFHV DUH VLJQLILFDQWO\ DOWHUHG/ WKHVH UHVXOWV DUH QRW UHSRUWHG/ EXW DUH DYDLODEOH XSRQ UHTXHVW175
; 6WULFWO\ VSHDNLQJ/ W K HG D W DL VQ R WO H I W 0 FHQVRUHG DW ]HUR SHUFHQW VLQFH ZH DOVR REVHUYH WKDW VRPH ,32V DUH RYHUSULFHG
+QHJDWLYH XQGHUSULFLQJ,1 +RZHYHU/ WKH 7RELW VSHFLILFDWLRQ KDV EHHQ XVHG LQ WKH OLWHUDWXUH +VHH 5XXG/ 4<<6,1
< 7KH 1$6’$4 )DFW %RRN +4<;;, GHVFULEHV SXEOLF IORDW DV WKRVH VKDUHV QRW KHOG GLUHFWO\ RU LQGLUHFWO\ E\ DQ\ RIILFHU
RU GLUHFWRU RI WKH LVVXHU DQG E\ DQ\ SHUVRQ ZKR LV WKH EHQHILFLDO RZQHU RI PRUH WKDQ 43 SHUFHQW RI WKH WRWDO VKDUHV
RXWVWDQGLQJ1